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,QWURGXFWLRQ
 -DQXDU\QGLVDVWUDQJHGD\IRUPDQ\FLWLHVDFURVVWKH8QLWHG6WDWHV
)RUWKHSDVWIRUW\\HDUVWKHDQQLYHUVDU\RIWKHODQGPDUNGHFLVLRQWROHJDOL]H
DERUWLRQLQ5RHY:DGH KDVGUDZQLQZDYHVRILPSDVVLRQHGDFWLYLVWVWRWKH
VWUHHWVWRYRLFHWKHLUFRQFHUQVDERXWWKHPRUDOVWDWHRIWKHQDWLRQ$VSUROLIH
DQGSURFKRLFHFDPSVEXWWKHDGVLQDQDWLRQDOGHEDWHWKDWKDVUHPDLQHGFHQWHU
VWDJHDIWHUDOOWKHVH\HDUVRQHFDQ·WKHOSEXWZRQGHUZKDWDOOWKHIXVVLVDERXW
 $ FORVHU LQYHVWLJDWLRQ RI ZKDW LQIRUPV DERUWLRQ DWWLWXGHV LV
ZRUWKZKLOH EHFDXVH WKH $PHULFDQ DERUWLRQ GHEDWH LV DV UHVLOLHQW DV LW LV
LPSDFWIXO$TXLFNVNLPPLQJRIQDWLRQDOKHDGOLQHVRYHU WKH\HDUV LQGLFDWHV
WKDWDERUWLRQYLHZV LQ WKH8QLWHG6WDWHVDUHPLUHG LQVHHPLQJO\SHUPDQHQW
FRQÁLFW$FWLYLVWVRQHLWKHUVLGHDUHHQJDJHGLQDGHEDWHWKDWSLWVWZRDUJXDEO\
XQTXHVWLRQDEOHYDOXHVDJDLQVWRQHDQRWKHU,QIDFW*DOOXSSROOLQJVKRZVWKDW
SUROLIH RU SURFKRLFH LGHQWLÀFDWLRQ RI VXUYH\ UHVSRQGHQWV KDYH UHPDLQHG
VSOLWIDLUO\HYHQO\GRZQWKHPLGGOHRYHUWKHODVWIHZ\HDUVZLWKOLWWOHVLJQRI
FRQYHUJHQFH 6DDG:KHQDERUWLRQ LV IUDPHGDVDFKRLFHEHWZHHQ WKH
ULJKWWROLIHDQGWKHULJKWWROLEHUW\FDQRQHYDOXHHYHUVXFFHVVIXOO\FRPHRXW
RQWRS",WVHHPVQRW'RHVWKDWPDWWHU"$EVROXWHO\,QWKHHOHFWLRQ
RI UHJLVWHUHG YRWHUV UHVSRQGHG WKDW WKH\ FRQVLGHUHG D FDQGLGDWH·V SRVLWLRQ
RQDERUWLRQDVRQHRIPDQ\ LPSRUWDQW IDFWRUV LQGHWHUPLQLQJ WKHLUYRWH IRU
PDMRUR΀FHVDORQJZLWKWKHZKRUHVSRQGHGWKDWWKH\ZRXOGRQO\YRWH
IRU D FDQGLGDWHZKR VKDUHG WKHLU YLHZVRQ DERUWLRQ 6DDG  ,W LV FOHDU
WKDW DERUWLRQ LQIRUPVPXFK RI$PHULFDQ SROLWLFV %XW LV LW FOHDU WKDW YLHZV
RQ DERUWLRQ DUH LQIRUPHG VROHO\ E\ FRQVLGHUDWLRQV RI OLIH YHUVXV OLEHUW\"
 7KHSXUSRVHRIWKLVSDSHULVWRH[SODLQDERUWLRQDWWLWXGHVQRWWKURXJK
XQPRYDEOH LGHRORJ\EXW WKURXJKWKHSXUVXLWRIVHOILQWHUHVW+RZGRHV WKH
DYDLODELOLW\RIDERUWLRQDGYDQFHWKHLQWHUHVWVRISURFKRLFHLQGLYLGXDOV"$QG
FRQYHUVHO\KRZGRHVWKHUHVWULFWLRQRIDERUWLRQDGYDQFHWKHLQWHUHVWVRISUROLIH
LQGLYLGXDOV",ZLOOEHWDFNOLQJWKHVHTXHVWLRQVWKURXJKWKHOHQVRIHYROXWLRQDU\
SV\FKRORJ\WRVD\WKDWSHRSOHFKRRVHWKHLUSRVLWLRQVRQWKHDERUWLRQGHEDWHWR
GHIHQGWKHLUUHVSHFWLYHUHSURGXFWLYHVWUDWHJLHV7KHÀQGLQJVLQWKLVSDSHUDLP
9ROXPH_6SULQJ
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WRDGGWRRXUXQGHUVWDQGLQJRISXEOLFRSLQLRQRQDERUWLRQE\VXJJHVWLQJDQ
DVVRFLDWLRQEHWZHHQWKHVWUHQJWKRIWKHZHOIDUHVWDWHDQGDERUWLRQDWWLWXGHV
 %HIRUH PRYLQJ WR D GHVFULSWLRQ RI WKH PHWKRGRORJ\ XVHG WR
VXSSRUW WKH OLQN EHWZHHQ WKHVH WZR FRQFHSWV LW ZRXOG EH SUXGHQW WR
UHYLHZ H[LVWLQJ OLWHUDWXUH RQ WKH FDXVHV RI SXEOLF RSLQLRQ RQ DERUWLRQ
/LWHUDWXUH5HYLHZ
 )RU WKH ODVW IHZ GHFDGHV VRFLDO VFLHQWLVWV KDYH VHW RXW LQ YDULRXV
GLͿHUHQWZD\VWRH[SODLQFDXVHVRIDERUWLRQDWWLWXGHV&RPPRQWKHPHVIRXQG
DPRQJWKHH[LVWLQJ OLWHUDWXUHZLOOEHRXWOLQHG LQ WKLVVHFWLRQDORQJZLWKDQ
HYDOXDWLRQDVWRKRZFRQYLQFLQJWKH\DUH
'HPRJUDSKLF3UHGLFWRUV
 $QXPEHURIWKHVWXGLHVWKDWÀQGWUHQGVLQDERUWLRQDWWLWXGHVSRLQW
WR WKHGHPRJUDSKLFVRIDSRSXODWLRQDVDVLJQLÀFDQWSUHGLFWRU LQSUHYDLOLQJ
DERUWLRQDWWLWXGHV$GHPRJUDSKLFFKDUDFWHULVWLFWKDWKDVEHHQRIWHQFLWHGLV
WKDWRIUDFH)RUH[DPSOH0F&RUPLFNIRXQGWKDWDPRQJDJURXSRI
ZRPHQVXUYH\HGIRUWKHLUYLHZVRQWKHSHUPLVVLELOLW\RIDERUWLRQWKHUHZDV
FRQVLVWHQWO\ OHVVDFFHSWDQFHRIDERUWLRQDPRQJ WKHEODFN UHVSRQGHQWV5DFH
ZDV DOVR VLJQLÀFDQWO\ UHODWHG WR DOO RWKHU LQGHSHQGHQW YDULDEOHV WKDW ZHUH
FRQVLGHUHGZKLFKLQFOXGHGVL]HRIIDPLO\UHOLJLRVLW\HFRQRPLFFODVVPDULWDO
VWDWXVDQGQXPEHURIFKLOGUHQ7KH´UDFHJDSµLQDERUWLRQDWWLWXGHVQDUURZHG
EHWZHHQWKHODWHVDQGHDUO\VEXWKDVUHHPHUJHGRYHUWKHODWHV
-HOHQDQG:LOFR[6LQFHWKHQUDFLDOH[SODQDWLRQVIRUDERUWLRQDWWLWXGHV
KDVIDOOHQLQSRSXODULW\EXWSHUVLVWVLQWKHOLWHUDWXUHIRULWVUHODWLRQVKLSZLWK
OHYHOVRIUHOLJLRVLW\DQGHGXFDWLRQ&DUWHUHWDO
 ,I UDFLDO GHPRJUDSKLFV FDQ EH WDNHQ WR EH DQ LQGLFDWRU RI EURDGHU
VRFLRHFRQRPLF GLͿHUHQFHV WKHQ LW FRXOG EH DUJXHG WKDW OHYHO RI HGXFDWLRQ
LVDPRUHGLUHFWGHPRJUDSKLFSUHGLFWRURIDERUWLRQDWWLWXGHV*UDQEHUJDQG
*UDQEHUJ·V  VWXG\ RQ DERUWLRQ WUHQGV DQG GHWHUPLQDQWV KDYH VKRZQ
WKDWDPRQJQXPHURXVVRFLDODQGGHPRJUDSKLFYDULDEOHV OHYHORIHGXFDWLRQ
KDGWKHVWURQJHVWHͿHFWZLWKEHWWHUHGXFDWHGUHVSRQGHQWVPRVWOLNHO\WRIDYRU
DERUWLRQ DYDLODELOLW\ 6RPH H[SODLQ WKLV ÀQGLQJ E\ DUJXLQJ WKDW HGXFDWLRQ
OHDGVWRDEHWWHUNQRZOHGJHRIVRFLDOQRUPVDQGYDOXHV-DFNPDQ0RUH
UHFHQW VWXGLHV KRZHYHU KDYH VKRZQ WKDW WKHUH KDV EHHQ D GHFOLQH LQ WKH
UHODWLRQVKLSEHWZHHQ VXSSRUW IRUDERUWLRQDQGHGXFDWLRQ -HOHQDQG:LOFR[
$QRWKHUFRPPRQO\FLWHGGHPRJUDSKLFSUHGLFWRUIRUDERUWLRQDWWLWXGHV
LVDOVRPDULWDOVWDWXV:RRGUXPDQG'DYLVRQREVHUYHGWKHUHLVDPDULWDO
VWDWXVEHFRPHVDVLJQLÀFDQWSUHGLFWRURIVXSSRUWIRUPRUHUHVWULFWLYHDERUWLRQ
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ODZV HVSHFLDOO\ZKHQ FRQVLGHULQJ YLHZV RQ DERUWLRQ DV DQ LVVXH RI VH[XDO
PRUDOLW\+RZHYHU%RO]HQGDKODQG0\HUVQRWHWKDWWKHGLͿHUHQFHVLQ
DERUWLRQDWWLWXGHVUHODWHGWRPDULWDOVWDWXVKDYHDOVRGHFOLQHGRYHUWLPH
 :KLOH VWXGLHV RQGHPRJUDSKLFSUHGLFWRUV DUHXVHIXO LQ LQWURGXFLQJ
PDFUROHYHOWUHQGVDQGGDWDRQDERUWLRQDWWLWXGHVWKHTXHVWLRQUHPDLQVDVWR
ZK\FHUWDLQGHPRJUDSKLFFKDUDFWHULVWLFVDUHPRUHSUHGLFWLYHDWFHUWDLQWLPHV
DQGQRWDWRWKHUWLPHV,WLVDOVRZRUWKQRWLQJWKDWZKHQFRQVLGHULQJGLͿHUHQW
GHPRJUDSKLFSUHGLFWRUVPDQ\VWXGLHVGLGQRW DKDYHD UREXVW WKHRUHWLFDO
XQGHUSLQQLQJ DV WR ZK\ WKHVH GHPRJUDSKLF SUHGLFWRUV ZHUH FKRVHQ WR
EH FRQVLGHUHG DQG E GLG QRW H[SODLQ WKH UHDVRQV DQGPRWLYDWLRQV RQ WKH
LQGLYLGXDOOHYHOIRULGHQWLÀFDWLRQZLWKFHUWDLQDERUWLRQDWWLWXGHV
6RFLRFXOWXUDO'LͿHUHQFHV
 6WXGLHVFRPSDULQJDERUWLRQDWWLWXGHVLQGLͿHUHQWUHJLRQVDVRSSRVHG
WR WUHQGV RYHU WLPH RQ WKH RWKHU KDQG JHQHUDOO\ SRLQW WR GLͿHUHQFHV LQ
KRZDERUWLRQ LV FRQFHSWXDOL]HGE\PRVWSHRSOH LQ WKHLU UHIHUHQFHQHWZRUN
)RU H[DPSOH D FRPSDUDWLYH VWXG\ E\+HUWRJ DQG ,ZDVDZD  EHWZHHQ
DERUWLRQDWWLWXGHVLQ-DSDQDQGWKH8QLWHG6WDWHVVKRZHGWKDWDERUWLRQZDV
PRUHSHUPLVVLEOHLQ-DSDQEHFDXVHRIWKHDEVHQFHRI&KULVWLDQLQVSLUHGUHVSHFW
IRU XQERUQ OLIH DQG WKH LQLWLDO LQWURGXFWLRQ RI DERUWLRQ DV D IRUP RI ELUWK
FRQWUROLQ-DSDQ7KHVWXG\DOVRSRLQWHGWR-DSDQHVHPRUDOSULRULW\SODFHGRQ
SUHYHQWLQJELUWKRXWVLGHRIPDUULDJHRYHUGLVDSSURYDORIDERUWLRQ$QRWKHU
VWXG\ FRPSDULQJ 6ZHGLVK DQG $PHULFDQ DERUWLRQ DWWLWXGHV 5HLVV 
SRLQWVWRVRFLRFXOWXUDOGLͿHUHQFHVDVWKHVRXUFHRIGLͿHUHQFHV5HLVVDUJXHV
WKDW UHODWLYHO\ KLJKHU OHYHOV RI VWDWH SURPRWLRQ RI JHQGHU HJDOLWDULDQLVP LQ
6ZHGHQFRQWULEXWHWRPRUHSHUPLVVLYHDWWLWXGHVWRZDUGVH[XDOLW\
 6WXGLHV RQ GRPHVWLF FRPSDULVRQV RI DERUWLRQ DWWLWXGHV EHWZHHQ
$PHULFDQVWDWHVKDYHSRLQWHGWR´VWDWHSROLWLFDOFXOWXUHVµ &RRNHWDO
DULVLQJRXWRI LPSRUWDQWGLͿHUHQFHVUHJDUGLQJ´PRUDOLW\SROLFLHVµ 0RRQH\
DQG /HH  DV D VLJQLÀFDQW VRXUFH RI D SHUVRQ·V DERUWLRQ DWWLWXGHV 7KH
OLQNEHWZHHQWKHSROLWLFDOFXOWXUHRIDVWDWHDQGLQGLYLGXDODWWLWXGHVWRZDUG
DERUWLRQ FDQ EH H[SODLQHG WKURXJK WKH WKHRULHV WKDW VXJJHVW DERUWLRQ LV DQ
´HDV\µ LVVXH 7KDW LV WR VD\ WKH DERUWLRQ GHEDWH KDV EHFRPH VR LQJUDLQHG
RYHUDORQJSHULRGRIWLPHWKDWDWWLWXGHVWRZDUGDERUWLRQDUH´JXWUHVSRQVHVµ
WR FDQGLGDWHV DQG SROLWLFDO SDUWLHV UHTXLULQJ QR FRQFHSWXDO VRSKLVWLFDWLRQ
&DUPLQHVDQG6WLPVRQ7KLVVXJJHVWVWKDWLGHQWLÀFDWLRQZLWKOLEHUDOLVP
RUFRQVHUYDWLVPPD\EHFORVHO\UHODWHGWRSUHYDOHQWDERUWLRQDWWLWXGHVZLWKLQ
DVWDWH$ORQJWKHVDPHOLQHV+XVVH\QRWHVWKDWDVWDWH·VFRQVHUYDWLYHRU
OLEHUDOOHDQLQJLQLWVDERUWLRQSROLFLHVDFFHVVWRDERUWLRQSURYLGHUVDQGSXEOLF
RSLQLRQRQDERUWLRQLQÁXHQFHZHOIDUHUHFLSLHQWVZLWKLQWKDWVWDWHLQWRPDNLQJ
9ROXPH_6SULQJ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SUHJQDQF\GHFLVLRQVWKDWUHÁHFWWKHVWDWH·VFXOWXUH
 7KHUHLVDOVREURDGDQGFRQVLVWHQWFRQVHQVXVLQPRVWRIWKHOLWHUDWXUH
WKDW OHYHOV RI UHOLJLRVLW\ DUH RQH RI WKH VWURQJHVW VRFLDO SUHGLFWRUV RI YLHZV
RQ DERUWLRQ5HOLJLRXVSUHIHUHQFH 0F,QWRVK HW DO  FKXUFK DWWHQGDQFH
&RRN HW DO  GHQRPLQDWLRQDO RUWKRGR[\ :LOFR[  DQG UHOLJLRXV
FRPPLWPHQW *UDQEHUJ DQG *UDQEHUJ  DUH MXVW VRPH RI WKH YDULRXV
UHOLJLRXVFKDUDFWHULVWLFVRISRSXODWLRQVWKDWKDYHEHHQVKRZQWREHVLJQLÀFDQWO\
OLQNHGWRDERUWLRQDWWLWXGHV7KHVHDUHQRWYHU\VXUSULVLQJÀQGVDVUHOLJLRXV
JURXSVVXFKDVWKH&DWKROLF&KXUFKDQGHYDQJHOLFDO3URWHVWDQWVDUHZHOONQRZQ
WRWDNHVWURQJDQWLDERUWLRQVWDQFHV2QWKHRWKHUKDQGWKHUHDUHDQXPEHURI
VWXGLHVWKDWDOVRLQGLFDWHWKDWWKHUHODWLRQVKLSEHWZHHQUHOLJLRQDQGDERUWLRQ
DWWLWXGHVPD\QRWEHDVVLPSOHDVLWVHHPV)RUH[DPSOHWKHJHQHUDOWUHQGRYHU
WLPHKDVVKRZQWKDWWKHDERUWLRQGHEDWHLVEDVHGOHVVRQUHOLJLRXVWHUPVDQG
KDVEHFRPHPRUHVHFXODUVLQFH5RHY:DGH*ULQGVWDͿ)XUWKHUPRUH
SRODUL]DWLRQLQDERUWLRQDWWLWXGHVKDVQRWRQO\RFFXUUHGDORQJUHOLJLRXVOLQHV
EXWDOVRZLWKLQWKHP(YDQVKDVVKRZQWKDWDPRQJPDLQOLQH3URWHVWDQWV
DQG&DWKROLFVWKHUHLVLQWHUQDOSRODUL]DWLRQRIDERUWLRQDWWLWXGHV
 %RWK LQWHUQDWLRQDO DQG GRPHVWLF FRPSDULVRQV RI GLͿHULQJ DERUWLRQ
DWWLWXGHV UHYHDO WKDW VRFLDO DQG FXOWXUDO GLͿHUHQFHVPD\EH D JRRG VWDUWLQJ
SRLQW WR H[SODLQ YDULDQFHV LQ DWWLWXGHV +RZHYHU WKH FXOWXUDO GLͿHUHQFHV
FRQVLGHUHGLQWKHVHVWXGLHVDUHIRUWKHPRVWSDUWWDNHQWREHHPHUJHQW/LWWOH
H[SODQDWLRQLVJLYHQDVWRZK\FHUWDLQFXOWXUHVKDYHDULVHQLQFHUWDLQUHIHUHQFH
QHWZRUNV DQG OLWWOH H[SODQDWLRQ LV JLYHQ DV WRZK\ LQGLYLGXDOV FRQIRUP WR
WKHLUVXUURXQGLQJV WKHZD\WKH\GR&XOWXUDOH[SODQDWLRQVRIGLͿHUHQFHV LQ
DERUWLRQDWWLWXGHVWKHUHIRUHDUHEDUHO\VNLPPLQJWKHVXUIDFH$GHHSHUPRUH
PHDQLQJIXOH[SODQDWLRQ LV UHTXLUHG WRH[SODLQKRZDERUWLRQDWWLWXGHVFRPH
DERXW
(PSDWK\
 $QGHUVRQ DQG )HWQHU  SURSRVH D SRVVLEOH QRQFXOWXUDO
H[SODQDWLRQ RI YDULDWLRQV LQ DERUWLRQ DWWLWXGHV 7KH\ VXJJHVW WKDW WROHUDQW
DWWLWXGHV IRU SRVWPDWHULDOLVW LVVXHV LH VRFLDO LVVXHV WHQG WR GHFOLQH DV
QDWLRQDO LQFRPH LQHTXDOLW\ ULVHV DQG VXEVHTXHQW OHYHOV RI JHQHUDOL]HG WUXVW
GHFUHDVHV7KHUHIRUHWKHOHYHORILQFRPHLQHTXDOLW\LQDJLYHQVHWWLQJPD\EH
DEOHWRSUHGLFWWKHOHYHORIDFFHSWDQFHRIDERUWLRQ7KHWROHUDQFHH[SODQDWLRQRI
DERUWLRQDWWLWXGHVZKLOHDEOHWRH[SODLQGLͿHUHQFHVLQDWWLWXGHVRQDPDFUROHYHO
RIDQDO\VLVGRHVQRWVHHPWRJLYHDWKRURXJKH[SODQDWLRQDVWRKRZDERUWLRQ
DWWLWXGHVDUHIRUPHGRQWKHLQGLYLGXDOOHYHO([SODLQLQJDERUWLRQDWWLWXGHVRQ
WKHLQGLYLGXDOOHYHOUHTXLUHVDSV\FKRORJLFDOORRNLQWRWKHFRJQLWLYHSURFHVVHV
WKDWDUHEHKLQGWKHIRUPDWLRQRIFHUWDLQDERUWLRQDWWLWXGHV
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 :HLQHUHWDOVXJJHVWWKDWWKHDWWULEXWLRQDODSSURDFKWRH[SODLQLQJ
UHDFWLRQVWRSRYHUW\FDQEHDSSOLHGWRLQGLYLGXDOOHYHODERUWLRQDWWLWXGHV7KH\
DUJXHWKDWDQDJHQWFRQGXFWVDPRUDOHYDOXDWLRQRIDERUWLRQEDVHGRQZKHWKHU
WKHDJHQWSHUFHLYHV WKH UHFLSLHQWVRI WKHSURFHGXUHDVEHLQJ UHVSRQVLEOH IRU
WKHLUSOLJKW 6XFK UHVSRQVLELOLW\ HOLFLWV DQJHU DQGEODPH DQG WKXVGRHVQRW
DURXVH V\PSDWK\ LQ WKH DJHQW·VPLQG 7KXV DFFRUGLQJ WR WKH DWWULEXWLRQDO
DSSURDFKSHRSOHVKRXOGKDYHGLͿHUHQWYLHZVRQHOHFWLYHDERUWLRQDERUWLRQ
VRXJKWEHFDXVHWKHZRPDQGRHVQRWZDQWWKHFKLOGFDQQRWDͿRUGWKHFKLOG
RUGRHVQRWZLVKWRPDUU\WKHIDWKHUDQGWUDXPDWLFDERUWLRQDERUWLRQVRXJKW
EHFDXVHZRPDQZDVUDSHGSUHJQDQF\LVOLIHWKUHDWHQLQJRUFKLOGZLOOKDYH
VHYHUHELUWKGHIHFW$QGLQIDFWVWXGLHVKDYHVKRZQWKDWWKH\GRSHRSOHDUH
JHQHUDOO\PRUH VXSSRUWLYH RI WUDXPDWLF WKDQ HOHFWLYH DERUWLRQ &RRN HW DO

 +RZHYHU WKH DWWULEXWLRQDO DSSURDFK LV DOVR OLPLWHG LQ LWV VFRSH RI
H[SODLQLQJDERUWLRQDWWLWXGHV)LUVWO\LWVFRQFOXVLRQRQO\H[SODLQVKRZSHRSOH
FKRRVHWRUHDFWZKHQSUHVHQWHGZLWKWZRW\SHVRIDERUWLRQ²RQHWKDWDWWULEXWHV
IDXOWWRWKHUHFHLYHUDQGRQHWKDWGRHVQRW7KHUHLVDKROHLQWKHWKHRU\DVWRKRZ
SHRSOHFRPHWRGHFLGHZKHWKHUWRSODFHUHVSRQVLELOLW\RQWKHDERUWLRQUHFLSLHQW
IRUJHWWLQJKHUVHOILQDVLWXDWLRQWKDWUHTXLUHVDERUWLRQ:KLOHLWLVPRUHRUOHVV
FOHDUWKDWDYLFWLPRIUDSHLVQRWUHVSRQVLEOHIRUKHUXQZDQWHGSUHJQDQF\LWLV
OHVVFOHDUZK\DQXQZDQWHGSUHJQDQF\DVDUHVXOWRIFRQVHQVXDOVH[LVVHHQDV
VRPHWKLQJWKDWFRXOGKDYHEHHQSUHYHQWHG7KHUHDUHVHYHUDOIDFWRUVWKDWDUH
RXWVLGHRIDZRPDQ·VFRQWUROWKDWFDQOHDGWRSUHJQDQF\DIWHUFRQVHQVXDOVH[
HJIDLOXUHRUOLPLWHGDFFHVVWRFRQWUDFHSWLRQGHFHSWLRQRIWKHSDUWQHUHWF
7KRXJKLWFRXOGEHVDLGWKDWSUDFWLFLQJDEVWLQHQFHLVDFRQWUROODEOHFRXUVHRI
DFWLRQWKHZRPDQFRXOGKDYHWDNHQWRSUHYHQWDQXQZDQWHGSUHJQDQF\WKLV
DUJXPHQWFRXOGDOVRUHDVRQDEO\EHDSSOLHGWROLIHWKUHDWHQLQJSUHJQDQFLHVRU
SUHJQDQFLHVZLWKIHWDOGHIHFW6RKRZFDQZHH[SODLQZK\DQJHULVDWWULEXWHG
WRHOHFWLYHDERUWLRQEXWQRWWUDXPDWLFDERUWLRQ"
$ERUWLRQ$WWLWXGHV%DVHGRQ,QWHUHVW*HQHWLF&RQVHTXHQWLDOLVP
 7KH&RQVHTXHQWLDOLVW6WDQFHDUJXHVWKDWGLͿHUHQFHVLQSXEOLFRSLQLRQ
RQ DERUWLRQ UHÁHFW FRQÁLFWV RI LQWHUHVW UDWKHU WKDQ PRUDO RU LGHRORJLFDO
GLͿHUHQFHV:HHGHQ:HHGHQH[SORUHVWKLVLGHDWKURXJKDQHYROXWLRQDU\
SV\FKRORJLFDOOHQVZKLFKSRVLWVWKDWJHQHWLFLQWHUHVWVLQSDVVLQJRQRQH·VRZQ
JHQHV WR IXWXUH JHQHUDWLRQV GULYH SHRSOH WR SXUVXH HLWKHU SURPLVFXRXV RU
FRPPLWPHQWGULYHQ UHSURGXFWLYH VWUDWHJLHV DVZHOO DVGHFLVLRQV WKDW HLWKHU
ZLOORUZLOOQRWOHDGWRWKHOLPLWLQJRIIDPLO\VL]H:HHGHQ(VVHQWLDOO\
:HHGHQVHHVWKHDERUWLRQGHEDWHDVDUHVXOWRIWKHFRQÁLFWEHWZHHQGLͿHUHQW
SHRSOH·VUHSURGXFWLYHVWUDWHJLHV7KLVSDSHUZLOOH[DPLQHJLYHQWKHH[LVWHQFH
RI WKH WZR UHSURGXFWLYH VWUDWHJLHV WR SURPRWH RQH·V LQWHUHVWV KRZ FHUWDLQ
9ROXPH_6SULQJ
'RQJ(XQ'DUD/HH
ORFDOFRQGLWLRQVLQÁXHQFHWKHSURPLVFXRXVVWUDWHJ\EHLQJDSSHDOLQJWRVRPH
SHRSOHDQGWKHFRPPLWPHQWVWUDWHJ\WRRWKHUVDQGKRZWKLVWKHQLQÁXHQFHV
WKHLUYLHZVRQDERUWLRQ7KLVSDSHUZLOODUJXHWKDWWKHVWUHQJWKRIWKHZHOIDUH
V\VWHPLVDYHU\LPSRUWDQWORFDOFRQGLWLRQWKDWLQÁXHQFHVYLHZVRQDERUWLRQ
([SODLQLQJ5HSURGXFWLYH6WUDWHJLHV
 %HJLQQLQJZLWKWKHLGHDWKDWKXPDQEHLQJVDUHPRWLYDWHGE\JHQHWLF
LQWHUHVWV:HHGHQVWDWHVWKDWHQVXULQJWKHFRQWLQXDWLRQRIRQH·VJHQHVLQIXWXUH
JHQHUDWLRQVUHTXLUHVGHFLVLRQPDNLQJDFURVVRQH·VIXOOOLIHWLPH6XFKGHFLVLRQ
PDNLQJ LQYROYHV PDNLQJ FKRLFHV ZLWK UHJDUGV WR WKH WUDGHRͿV EHWZHHQ
LQYHVWLQJLQ\RXUVHOIDQGHDUOLHUUHSURGXFWLRQDQGEHWZHHQWKHTXDOLW\DQG
TXDQWLW\RIRͿVSULQJ:HHGHQ:LWKLQWKHFRQWH[WRI$PHULFDQVRFLHW\
SHRSOHPXVWPDNH WKHVH GHFLVLRQV WDNLQJ LQWR FRQVLGHUDWLRQ RWKHU SHRSOH·V
VWUDWHJLHVDQGXQHTXDOGLVWULEXWLRQRIUHVRXUFHV&RQVLGHULQJRWKHUSHRSOH·V
UHSURGXFWLYH VWUDWHJLHV FRQÁLFW RI LQWHUHVW EHWZHHQ UHSURGXFWLYH VWUDWHJLHV
DULVHVLQFHUWDLQHQYLURQPHQWVDVVXPPDUL]HGLQ7DEOH

 $V IRU WKH XQHTXDO GLVWULEXWLRQ RI UHVRXUFHV LW LV D UHDOLW\ WKDW LQ
$PHULFDQ VRFLHW\ WKH WUDGHRͿV EHWZHHQ VHOILPSURYHPHQW DQG HDUOLHU
UHSURGXFWLRQ DQG WKRVH EHWZHHQ TXDOLW\ DQG TXDQWLW\ RI RͿVSULQJ DUH
GHWHUPLQHGGLͿHUHQWO\:RPHQZKRGRQRWKDYHWKHPHDQVWRSXUVXHKLJKHU
HGXFDWLRQDQGKLJKHULQFRPHDWWKHULVNRIHDUOLHUUHSURGXFWLYHRSSRUWXQLWLHV
KDYH UHGXFHG LQFHQWLYH WR OLPLW WKH QXPEHU RI FKLOGUHQ WKH\ KDYH DQG WR
GHOD\WKHLUÀUVWFKLOG0HQKDYH OHVV LQFHQWLYHWRIRFXVRQH[LVWLQJFKLOGUHQ
EHFDXVHSDWHUQLW\FHUWDLQW\LVORZDQGKHKDVIHZHUUHVRXUFHVKHKDVWRJLYH
7DEOH=HURVXPFRQÁLFWRILQWHUHVWEHWZHHQSURPLVFXLW\VWUDWHJLVWVDQGFRPPLWPHQW
VWUDWHJLVWV:HHGHQ
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
:HHGHQ  7KLV LV WR VD\ WKDW ZRPHQ LQ ORZHU VRFLRHFRQRPLF FODVVHV
ZLWK OHVV DFFHVV WR HGXFDWLRQ DQGRWKHU IDFWRUV WKDW FDQ LQFUHDVH WKH IXWXUH
UHVRXUFHDYDLODELOLW\IRUWKHLUFKLOGUHQKDYHOHVVLQWHUHVWLQEHLQJSURPLVFXRXV
VWUDWHJLVWVEHFDXVHGHOD\LQJWKHELUWKRIWKHLUÀUVWFKLOGLVQRWOLNHO\WROHDGWR
DGGLWLRQDOJHQHWLFEHQHÀW7KLVLGHDLVDOVRLOOXVWUDWHGE\ZKDW1HWWOH
FDOOVWKH´IDVWµOLIHKLVWRU\VWUDWHJ\:KHQH[SHFWHGUHSURGXFWLYHOLIHVSDQLV
VKRUWGXHWROLPLWHGDFFHVVRIUHVRXUFHVWKHOLIHKLVWRU\VWUDWHJ\WKDWLVWDNHQ
LQYROYHVHDUO\UHSURGXFWLRQUHGXFHGLQYHVWPHQWLQHDFKRͿVSULQJDQGDKLJK
UHSURGXFWLYHUDWH
 +RZ GRHV DERUWLRQ SOD\ LQWR WKH DERYH VLWXDWLRQ" 7KH SULPDU\
VHUYLFHWKDWDERUWLRQSURYLGHVLVWKHDELOLW\WRKDYHFKLOGOHVVVH[DQGPDQ\
PHPEHUV RI WKH SXEOLF YLHZ OHJDO DERUWLRQ DV D SURYLGHU RI WKLV VHUYLFH D
PHDQVRIUHGXFLQJWKHULVNVRIVH[RXWVLGHRIPDUULDJH-HOHQ7KHUHIRUH
DSURPLVFXRXVVWUDWHJLVWZRXOGIDYRUDERUWLRQEHFDXVHLWZRXOGDOORZKLP
KHUWRKDYHVH[XDOUHODWLRQVZLWKRXWWKHFRQVHTXHQFHRIDFKLOG2QWKHRWKHU
KDQGDFRPPLWPHQWVWUDWHJLVWZRXOGRSSRVHDYDLODELOLW\RIDERUWLRQEHFDXVH
VXFKVHUYLFHVUXQWKHULVNRIFUHDWLQJDSURPLVFXRXVHQYLURQPHQWZKLFKDV
7DEOHLOOXVWUDWHGZRXOGXOWLPDWHO\FRQÁLFWZLWKWKHLUVWUDWHJ\WRÀQGUHOLDEOH
VSRXVHV7KHLPSOLFDWLRQIRUWKLVWKHRU\LVWKDWSXEOLFRSLQLRQRQDERUWLRQLV
PRUH OLNHO\ WREH LQÁXHQFHGE\ LQWHUHVWV LQSXUVXLQJDFHUWDLQUHSURGXFWLYH
VWUDWHJ\UDWKHUWKDQLGHQWLÀFDWLRQZLWKDUHOLJLRQRULGHRORJ\,QIDFW.XU]EDQ
HWDOLOOXVWUDWHWKDWWKHH[SODQDWRU\SRZHURIUHOLJLRXVDQGLGHRORJLFDO
EHOLHIVLQSUHGLFWLQJDERUWLRQDWWLWXGHVDUHUHGXFHGWRQHDUO\]HURE\FRQWUROOLQJ
IRUVH[XDOEHOLHIV7KH\DUJXHWKDWUHSURGXFWLYHOLIHVW\OHVFDXVHUHOLJLRVLW\QRW
WKHRWKHUZD\DURXQG.XU]EDQHWDO7KHLQWHUHVWVEDVHGYLHZRQWKH
ULVHRISXEOLFRSLQLRQRQDERUWLRQLVDOVRVXSSRUWHGE\WKHWHQGHQF\IRUSUR
OLIHZRPHQ DFWLYLVWV WR EH OHVVHGXFDWHGPDUULHGKRPHPDNHUVZLWK KLJKHU
QXPEHUVRIFKLOGUHQ3URFKRLFHZRPHQDFWLYLVWVRQWKHRWKHUKDQGWHQGWREH
HGXFDWHGSURIHVVLRQDOZRPHQZLWKIHZHUFKLOGUHQ/XNHU7KLVVXSSRUWV
:HHGHQ·VWKHRU\WKDWDFFHVVWRHGXFDWLRQDQGRWKHUIDFWRUVWKDWFRQWULEXWHWR
VHOILPSURYHPHQWDQGWKXVIXWXUHUHVRXUFHDYDLODELOLW\LQFUHDVHWKHLQFHQWLYH
WRFRQWURORQH·VUHSURGXFWLRQVRDVWRGHOD\WKHELUWKRIFKLOGUHQ
 1RZ WKDW D FRQQHFWLRQ EHWZHHQ SXEOLF RSLQLRQ RQ DERUWLRQ DQG
LQWHUHVWVLVHVWDEOLVKHGLWLVSRVVLEOHWRWDNHWKHWKHRU\RQHVWHSIXUWKHUEDVHG
RQ WKH OLNHOLKRRG WKDW WKH LQWHUHVW LQ ÀQGLQJ UHOLDEOH VSRXVHV LV LQFUHDVHG
ZKHQWKHZHOIDUHVWDWHLVZHDN7KLVLVEHFDXVHWKHFRQVHTXHQFHVRIVSRXVDO
DEDQGRQPHQWDUHKLJKHULIWKHUHLVQRVRFLDOVDIHW\QHWIRUDVSRXVHDQGKLV
KHU FKLOG LQ WKH HYHQW WKDW WKH RWKHU SDUWQHU OHDYHV WKH IDPLO\ ,QGLYLGXDOV
WKXVKDYHD VWURQJ LQWHUHVW LQSUHYHQWLQJDSURPLVFXRXVHQYLURQPHQW IURP
HPHUJLQJEHFDXVHLQFUHDVHGRSSRUWXQLWLHVIRUOHVVULVN\VH[XDOUHODWLRQVPD\
OHDGWRLQFUHDVHGULVNRIDEDQGRQPHQW6LQFHDERUWLRQIDFLOLWDWHVHQJDJHPHQW
9ROXPH_6SULQJ
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LQFKLOGOHVVVH[PRVWOLNHO\OHDGLQJWRDSURPLVFXRXVHQYLURQPHQWLWIROORZV
WKDWRSSRVLWLRQDJDLQVWDERUWLRQLVPRUHOLNHO\WREHIRXQGZKHQWKHUHLVDZHDN
ZHOIDUHV\VWHPEHFDXVHRIWKHUHODWLYHO\KLJKHUFRVWRIDEDQGRQPHQW7KLVLV
DYLHZWKDWKDVEHHQVXSSRUWHGE\*DODQG.OLJPDQLQWKHLUKLVWRULFDO
HVVD\ RQ WKH SROLWLFV RI JHQGHU ² WKH\ DUJXH WKDW LQ :HVWHUQ (XURSH WKH
LQWDFWQHVVRIWKHIDPLO\GRHVQRWVHHPWREHDPDMRUFDXVHIRUFRQFHUQLQSXEOLF
GHEDWHVEHFDXVHWKHZHOIDUHDUUDQJHPHQWVKDYHGHFUHDVHGWKHLPSRUWDQFHRI
´IDPLO\ IRUPVµ WKURXJK LQFRPH UHSODFHPHQW DQGSDUHQWDO VXSSRUWSROLFLHV
,ZLOOVHWRXWWRVXSSRUWWKHQRWLRQWKDWWKLVWKHRU\LVDSSOLFDEOHERWKRQWKH
QDWLRQDOOHYHODVZHOODVRQPRUHPLFUROHYHOV
'DWD$QDO\VLV0HWKRGRORJ\
 7KHIROORZLQJVHFWLRQRIWKHSDSHUZLOOSUHVHQWVWDWLVWLFDODQDO\VHVWKDW
VXSSRUWWKHK\SRWKHVLVWKDWWKHUHLVDVWURQJUHODWLRQVKLSEHWZHHQVXSSRUWIRU
DERUWLRQDQGWKHOHYHORIZHOIDUHDYDLODELOLW\7KHÀUVWVHFWLRQRIWKHDQDO\VLV
LVEDVHGRQWKHÀQGLQJWKDWWKHUHKDYHEHHQVPDOOEXWVWDWLVWLFDOO\VLJQLÀFDQW
FKDQJHVLQDJJUHJDWHRSLQLRQRQDERUWLRQRYHUWLPH$QRYHUYLHZRIFKDQJHV
LQRSLQLRQRQDERUWLRQ LQ WKH8QLWHG6WDWHVVKRZVWKDWRSLQLRQRQDERUWLRQ
KDVZD[HGDQGZDQHGVLQFH5RHY:DGHIRUUHDVRQVWKDWKDYHEHHQODUJHO\
XQH[SODLQHG -HOHQ DQG :LOFR[  $ FRPSDULVRQ RI WUHQGV LQ DERUWLRQ
DWWLWXGHVDQGZHOIDUHDYDLODELOLW\ZLOOEHH[SORUHGLQWKLVVHFWLRQZLWKLQWKH
FRQWH[WRIDEULHIKLVWRULFDOLQWURGXFWLRQWRERWK
 7KH IROORZLQJ WZR VHFWLRQV ZLOO EH EDVHG RQ WKH DVVXPSWLRQ WKDW
DERUWLRQDWWLWXGHVYDU\DFURVVUHJLRQERWKRQDGRPHVWLFSODQHDQGDJOREDO
SODQH2QWKHGRPHVWLFOHYHOFRPSDULVRQVEHWZHHQYDU\LQJDERUWLRQDSSURYDO
UDWHVZLOO EHGUDZQ DORQJ VWDWH OLQHV 7DNLQJ86 VWDWHV DV WKH SUHOLPLQDU\
XQLW RI DQDO\VLV LV XVHIXO EHFDXVH ÀUVWO\PXFK RI DERUWLRQ OHJLVODWLRQ DQG
DYDLODELOLW\ DUH GHWHUPLQHG RQ WKH VWDWH OHYHO ZLWKLQ D JHQHUDO IUDPHZRUN
HVWDEOLVKHGE\5RHY:DGH7ULEH6HFRQGO\ZHOIDUHDYDLODELOLW\LVDOVR
ODUJHO\GHWHUPLQHGE\ WKH VWDWH DV HYLGHQFHGE\ZLGHKHWHURJHQHLW\ LQ WKH
OHYHORISD\PHQWVDFURVVVWDWHV$OHVLQDDQG*ODHVHU
 )ROORZLQJ WKH GRPHVWLF FRPSDULVRQ D FRPSDUDWLYH DQDO\VLV LV DOVR
GRQH RQ D JOREDO OHYHO DPRQJ QDWLRQV WKDW EHORQJ WR WKH 2UJDQL]DWLRQ IRU
(FRQRPLF &RRSHUDWLRQ DQG 'HYHORSPHQW 2(&' WR YHULI\ WKDW WKH OLQN
EHWZHHQZHOIDUH DQG DERUWLRQ DWWLWXGHV LV QRW XQLTXH WR WKH8QLWHG 6WDWHV
2WKHU 2(&' QDWLRQV SDUWLFXODUO\ WKRVH RI :HVWHUQ (XURSH DUH XVHIXO
WR FRPSDUH DJDLQVW WKH 8QLWHG 6WDWHV EHFDXVH WKH\ DUH IRU WKH PRVW SDUW
FRPPRQO\GHPRFUDWLFDQGZHDOWK\)XUWKHUPRUHUHVWULFWLQJWKHFRPSDULVRQV
EHWZHHQ2(&'QDWLRQVDOVRDOORZHGIRUWKLVVWXG\WREHDQDWXUDOH[WHQVLRQRI
H[LVWLQJUHVHDUFKRQWKHGLͿHUHQFHVEHWZHHQ(XURSHDQDQG$PHULFDQZHOIDUH
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
$OHVLQDDQG*ODHVHU0H\HUVHWDODVZHOODVEHWZHHQ(XURSHDQ
DQG$PHULFDQDERUWLRQDWWLWXGHV7ULEH*DODQG.OLJPDQ
 ,QDOO WKUHH OHYHOVRIDQDO\VLV ,ZLOO FRPSDUH WKH UHODWLYH VXFFHVVRI
WKHIRXUPRGHOVRXWOLQHGLQWKHOLWHUDWXUHUHYLHZLHGHPRJUDSKLFSUHGLFWRUV
VRFLRFXOWXUDOGLͿHUHQFHVHPSDWK\FRQVHTXHQWLDOLVPLQH[SODLQLQJYDULDWLRQV
LQ DERUWLRQ DWWLWXGHV DFURVV JHRJUDSKLF UHJLRQ DQG WLPH 7KLVZLOO EH GRQH
WKURXJKVHOHFWLQJUHSUHVHQWDWLYHYDULDEOHVIRUHDFKPRGHODQGWHVWLQJWRZKDW
GHJUHHWKH\FRUUHODWHZLWKRSLQLRQVRQDERUWLRQ
'DWD6RFLDO6XUYH\V
 7KH GDWDVHW LQ WKLV SDSHU FRPHV IURP WKUHH GLͿHUHQW VXUYH\V 7KH
ÀUVWVXUYH\XVHGLQWKHWLPHVHULHVOHYHORIDQDO\VLVLVWKH86*HQHUDO6RFLDO
6XUYH\ *66 7KH*66 KDV EHHQ FRQGXFWHG VLQFH  E\125& D VRFLDO
VFLHQFH UHVHDUFK FHQWHU DW WKH 8QLYHUVLW\ RI &KLFDJR 7KH VDPSOH VL]H RI
UHVSRQGHQWVHDFK\HDULVW\SLFDOO\DERXWWRLQGLYLGXDOVDFURVVWKH
QDWLRQ7KHVHFRQGIRUWKHGRPHVWLFOHYHORIDQDO\VLVZDVFRQGXFWHGE\WKH
$PHULFDQ1DWLRQDO(OHFWLRQ6WXGLHV$1(67KH$1(6LVDQDWLRQDOVXUYH\
RI$PHULFDQYRWHUVWKDWDLPVWRLQIRUPH[SODQDWLRQVRIHOHFWLRQRXWFRPHVE\
FROOHFWLQJLQIRUPDWLRQRQVRFLDOEHOLHIVDPRQJWKH$PHULFDQHOHFWRUDWHDORQJ
ZLWKRWKHUUHOHYDQWYDULDEOHV7KHSDUWLFXODUGDWDVHWXVHGZDVWKH´
PHUJHGVHQDWHÀOHµZKLFKPHUJHGUHVXOWVRIWHOHSKRQHVXUYH\VFRQGXFWHGLQ
DQGDPRQJHOLJLEOHYRWHUVLQ86KRXVHKROGVZLWKWKHWDUJHW
QXPEHURILQWHUYLHZVVHWDVSHUVWDWH7KHWRWDOVDPSOHVL]HIRUFROOHFWLQJ
GDWDRQDERUWLRQYLHZVFDPHWREHLQGLYLGXDOV7KHWKLUGGDWDVHWXVHG
LQ WKH JOREDO OHYHO RI DQDO\VLV FRPHV IURP WKH ,QWHUQDWLRQDO 6RFLDO 6XUYH\
3URJUDPPH ,663 DQ DQQXDO FURVVQDWLRQDO FROODERUDWLRQ RI VXUYH\V IRU
VRFLDOVFLHQFHUHVHDUFK0RVWRIWKHGDWDLVWDNHQIURPWKHVXUYH\RQUHOLJLRQ
FRQGXFWHGPRVWO\LQWKH\HDURIZKLFKKDGDWRWDOQXPEHURIPRUHWKDQ
 UHVSRQGHQWV DQVZHULQJ TXHVWLRQV UHJDUGLQJ  WKHLU YLHZRQ LVVXHV RI
UHOLJLRQ'DWDVHWVIURPDVHOHFWLRQRI2(&'QDWLRQVZHUHXVHGDVWKHXQLWRI
DQDO\VLVLQWKLVVHFWLRQ7KHSKUDVLQJRIWKHVXUYH\TXHVWLRQVIURPZKLFKWKH
GDWDLQWKLVSDSHULVEDVHGFDQEHIRXQGLQ$SSHQGL[$%DQG&
'DWD$QDO\VLV5HVXOWV
$ERUWLRQ$WWLWXGHVRYHU7LPH

 7KHIROORZLQJWLPHVHULHVDQDO\VLVRIDERUWLRQDWWLWXGHVZLOOVHUYHDVD
YLVXDOUHSUHVHQWDWLRQRIDEULHIKLVWRULFDOORRNLQWRWUHQGVLQ$PHULFDQSXEOLF
RSLQLRQRQDERUWLRQ VLQFH WKH ODWH V7KH WLPHIUDPH IRU WKLV VWXG\ZDV
9ROXPH_6SULQJ
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FKRVHQRQWKHEDVLVWKDWWKHUHKDYHDOUHDG\EHHQH[WHQVLYHVWXGLHVGRQHRQWKH
WUHQGVLQDERUWLRQDWWLWXGHVEHWZHHQWKHVDQGVGXHWRWKHLQWULJXHRI
KRZWKHODQGPDUNGHFLVLRQLQ5RHY:DGHDͿHFWHGSXEOLFRSLQLRQRQ
DERUWLRQ6WDWLVWLFDOO\VSHDNLQJWKHUHDUHDQXPEHURISHULRGVLQWKHWUHQGVLQ
DERUWLRQDWWLWXGHVWKDWVKRZVLJQLÀFDQWFKDQJH7KHÀUVWDQGODUJHVWLQFUHDVH
LQ DSSURYDO IRU DERUWLRQ RFFXUUHG EHWZHHQ  DQG  ZLWK VXFFHVVIXO
DWWHPSWVWROLEHUDOL]HDERUWLRQODZVLQVHYHQWHHQVWDWHV6XUSULVLQJO\WKH
6XSUHPH&RXUWGHFLVLRQGLGQRWDͿHFWWUHQGVLQDERUWLRQDWWLWXGHVWRWKHODUJH
H[WHQWH[SHFWHGIURPWKHLQWHQVHGUDPDDQGQHZVFRYHUDJHWKDWWKHFRXUWFDVH
SURYLGHG*UDQEHUJDQG*UDQEHUJ
 )ROORZLQJ 5RH Y :DGH DERUWLRQ DWWLWXGHV VWD\HG UHODWLYHO\ VWDEOH
XQWLO WKH ODWH V ZKLFK LV WKH SRLQW DW ZKLFK WKLV WLPHVHULHV DQDO\VLV
RIDERUWLRQDWWLWXGHVZLOOEHJLQ1HDU WKHHQGRI WKHVZHVHHDGLS LQ
VXSSRUW IRU DERUWLRQ LQ DOO FLUFXPVWDQFHV ÀJXUH  7KH ODWH VEURXJKW
ZLWK LW D PRELOL]DWLRQ RI DQWLDERUWLRQ PRYHPHQWV XOWLPDWHO\ VXFFHHGLQJ
LQ WKH SDVVDJH RI WKH RULJLQDO+\GH$PHQGPHQWZKLFKSURKLELWHG IHGHUDO
0HGLFDLG IXQGV WRSURYLGHDERUWLRQV WR ORZLQFRPHZRPHQ7KLVZDV WKHQ
UHYLVHG LQ  DOORZLQJ IRU0HGLFDLG IXQGLQJRI DERUWLRQ LI WKHZRPDQ·V
OLIHLVHQGDQJHUHGDSUHJQDQF\UHVXOWHGIURPUDSHRULQFHVWRUWKHUHLVULVNRI
´VHYHUHDQGORQJODVWLQJµKHDOWKGDPDJHWRWKHPRWKHU7ULEH
 7KHVDOVRVDZDGLSLQDSSURYDOIRUDERUWLRQZLWKLQWKHFRQWH[W
RIWKHULVHRIWKH1HZ5LJKWDIWHU5HDJDQ·VYLFWRU\LQWKHHOHFWLRQ&DUWHU
HW DO 7KH HDUO\ VKRZHYHU VDZD VOLJKW LQFUHDVH LQ DSSURYDO IRU
DERUWLRQZKLFK7ULEHDWWULEXWHVWRWKHSURFKRLFHEDFNODVKDJDLQVWWKH
GHFLVLRQPDGHLQ:HEVWHUY5HSURGXFWLYH+HDOWK6HUYLFHVWRXSKROGD0LVVRXUL
ODZ WKDW LPSRVHG UHVWULFWLRQV RQ WKH XVH RI VWDWH IXQGLQJ LQ SHUIRUPLQJ
DERUWLRQV 7KLV GHFLVLRQ HVVHQWLDOO\ DOORZHG VWDWHV WR IRUP OHJLVODWLRQ RQ
DERUWLRQXSKHOGE\5RHY:DGH DVD IXQGDPHQWDOSULYDF\ ULJKW7KH VOLJKW
LQFUHDVH LQ DSSURYDO IRU DERUWLRQ VHW WKH EDFNGURS IRU DQRWKHU LPSRUWDQW
6XSUHPH&RXUW FDVH UHJDUGLQJ DERUWLRQ ULJKWV3ODQQHG 3DUHQWKRRG Y &DVH\
ZKLFKUHD΀UPHGWKHGHFLVLRQPDGHLQ5RHY:DGHWKDWZRPHQKDYHWKHULJKW
WRDERUWLRQEHIRUHIHWDOYLDELOLW\DQGDOVRLQWURGXFHGWKHFRQFHSWRIDQ´XQGXH
EXUGHQµDVWKHFULWHULRQIRUMXGJLQJWRZKDWH[WHQWDVWDWHZRXOGEHDOORZHG
WRUHVWULFWDERUWLRQDFFHVV7KHSURFKRLFHEDFNODVKZDVVKRUWOLYHGKRZHYHU
DVDUHODWLYHO\VWHDG\GHFOLQHLQDSSURYDOIRUDERUWLRQKDVEHHQVHHQVLQFHWKH
PLGV
 6HYHUDOSDWWHUQVFDQEHLGHQWLÀHGE\DQDO\]LQJWKHWUHQGVSUHVHQWHG
LQ)LJXUHDQGE\SODFLQJ VXFK WUHQGVZLWKLQ WKH FRQWH[WRI WKHKLVWRU\RI
WKH$PHULFDQDERUWLRQGHEDWH7KHÀUVWZKLFK LV LOOXVWUDWHGE\DJUDSKLFDO
UHSUHVHQWDWLRQRIWUHQGVLQDERUWLRQDWWLWXGHVDFURVVWLPHLVWKDWDSSURYDOIRU
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
WUDXPDWLFDERUWLRQHJDERUWLRQLQFDVHVRIIHWDOGHIHFWLVFRQVLVWHQWO\KLJKHU
WKDQDSSURYDOIRUHOHFWLYHDERUWLRQHJDERUWLRQLQFDVHVRIORZLQFRPH(YHQ
WKRXJKWKHOHYHOVRIDSSURYDOIRUHDFKW\SHVRIDERUWLRQVKRZQLQ)LJXUHDUH
GLͿHUHQW LQ DEVROXWH WHUPV WKH WUHQGV DFURVV WLPH IRU DWWLWXGHV WRZDUGV DOO
W\SHVRIDERUWLRQDUHUHODWLYHO\VLPLODU
 $ VHFRQG SDWWHUQ LV WKDW VLJQLÀFDQW FKDQJHV LQ SXEOLF RSLQLRQ RQ
DERUWLRQZHUHDFFRPSDQLHGXVXDOO\E\OHJDOHJ6XSUHPH&RXUWGHFLVLRQV
DQG SROLWLFDO HJ HOHFWLRQ RI QHZ DGPLQLVWUDWLRQ FKDQJHV ,W LV GL΀FXOW WR
DVFHUWDLQKRZHYHUZKHWKHUWKHUHODWLRQVKLSEHWZHHQSXEOLFDERUWLRQDWWLWXGHV
DQG OHJDODQGSROLWLFDOFKDQJHV LVFDXVDODQG LI LW LV LQZKLFKGLUHFWLRQWKH
FDXVDOLW\UXQV:KDWGRHVUHPDLQFOHDUKRZHYHULVWKDWDERUWLRQDWWLWXGHVDUH
FORVHO\ OLQNHG WRDERUWLRQSROLFLHVDQG OHJLVODWLRQ LQ WKH8QLWHG6WDWHV LW LV
WKHUHIRUHSUXGHQWWRLQYHVWLJDWHDERUWLRQDWWLWXGHVLQJUHDWHUGHSWKDVWKH\
DUHUHODWHGWRSROLFLHVWKDWDͿHFWWKHOLYHVDQGULJKWVRIPDQ\LQGLYLGXDOV

  

 /HJDODQGSROLWLFDOHYHQWVKRZHYHUDUHQRWWKHRQO\SKHQRPHQDWKDW
FRLQFLGHZLWKFKDQJHVLQDERUWLRQDWWLWXGHV)LJXUHVWRZLOOVHUYHWRLOOXVWUDWH
WKHFKDQJHVDFURVVWLPHRIGLͿHUHQWYDULDEOHVUHSUHVHQWDWLYHRIWKHH[SODQDWRU\
PRGHOVGLVFXVVHGLQWKHOLWHUDWXUHUHYLHZ7KHVHWUHQGVZLOOEHFRPSDUHGWR
WKRVHRIDWWLWXGHVWRZDUGDERUWLRQ´ IRUDQ\UHDVRQµDVWKLVGHSHQGHQWYDULDEOH
LVWKHFORVHVWWRUHSUHVHQWLQJYLHZVRQDERUWLRQXQGHUJHQHUDOFLUFXPVWDQFHV
)LJXUH7UHQGVLQDERUWLRQDWWLWXGHVLQWKH8QLWHG6WDWHVIURPWR6RXUFH*66
9ROXPH_6SULQJ
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
 7KHOHYHORIHGXFDWLRQDGHPRJUDSKLFSUHGLFWRURIDERUWLRQDWWLWXGHV
VHHPV WR IROORZ VLPLODU WUHQGV DFURVV WLPH DV DSSURYDO IRU DERUWLRQ %RWK
YDULDEOHV VHH D ULVH LQ WKH HDUO\ V IROORZHGE\DJHQHUDOGHFOLQH LQ WKH
PLGV(GXFDWLRQ OHYHOVKRZHYHUKDYH ULVHQ VLJQLÀFDQWO\ LQ WKHV
ZKHUHDVDSSURYDO IRUDERUWLRQKDVUHPDLQHGDWDURXQGWKHVDPHOHYHODV LQ
WKHV)XUWKHUPRUH WKHVSLNH LQDSSURYDORIDERUWLRQ OHDGLQJXSWR WKH
VDQGWKHGHFOLQHRIDSSURYDOE\WKHPLGVLVQRWUHÁHFWHGLQWKHVDPH
PDJQLWXGHDVWKHVOLJKWLQFUHDVHDQGVXEVHTXHQWGHFUHDVHRIHGXFDWLRQOHYHOV
DURXQGWKHV+RZHYHUWKHRYHUDOOVLPLODULWLHVLQWKHWUHQGVEHWZHHQKLJK
OHYHOVRIHGXFDWLRQDQGDSSURYDOIRUDERUWLRQVXSSRUWWKHLGHDWKDWHGXFDWLRQ
DQGDERUWLRQDWWLWXGHVDUHOLQNHG

)LJXUH$ERUWLRQDWWLWXGHVDQGHGXFDWLRQOHYHORIWKH8QLWHG6WDWHVIURPWR
6RXUFH*66
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
 ,I OHYHORIUHOLJLRVLW\ LVDJRRGVRFLRFXOWXUDOH[SODQDWLRQRIDERUWLRQ
DWWLWXGHVWUHQGVLQOHYHOVRIUHOLJLRVLW\RYHUWLPHZRXOGEHVLPLODUWRWUHQGV
LQRSSRVLWLRQWRDERUWLRQ)LJXUHLOOXVWUDWHVWKDWWKHWZRWUHQGVDUHUHODWLYHO\
VLPLODURYHUWLPHHVSHFLDOO\GXULQJWKHVRQZDUGVZKHQERWKRSSRVLWLRQ
WR DERUWLRQ DQG OHYHOV RI UHOLJLRXV VHUYLFH DWWHQGDQFH ULVH LQ QXPEHUV
WKURXJKRXW WKHHDUO\V WKHQXQGHUJRDGURS IURPWKH ODWHV WR WKH
PLGVDQGXOWLPDWHO\UHVXUJHWKHPLGVRQZDUG
)LJXUH$ERUWLRQDWWLWXGHVDQGUHOLJLRVLW\OHYHORIWKH8QLWHG6WDWHVIURPWR
6RXUFH*66
9ROXPH_6SULQJ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 
 
 
 $QGHUVRQ DQG )HWQHU  DUH ULJKW DERXW WKH H[LVWHQFH RI D
UHODWLRQVKLSEHWZHHQ OHYHOVRI LQHTXDOLW\DQGHPSDWKHWLF WROHUDQFHRI VRFLDO
LVVXHVZHZRXOGH[SHFWWRVHHVLPLODUWUHQGVEHWZHHQWKH*LQLFRH΀FLHQWDQG
RSSRVLWLRQ WRDERUWLRQRYHU WLPH7KLV LVEHFDXVHDFFRUGLQJ WR WKHHPSDWK\
PRGHORIH[SODQDWLRQZLWKKLJKHUOHYHOVRILQFRPHLQHTXDOLW\PHDVXUHGE\D
KLJK*LQLFRH΀FLHQWZHZRXOGH[SHFWWRVHHDGHFOLQHRIWROHUDQFHOHDGLQJ
WRLQFUHDVHGRSSRVLWLRQWRDERUWLRQ)LJXUHVKRZVWKDWWKH*LQLFRH΀FLHQW
DPRQJ 86 KRXVHKROGV KDV EHHQ VWHDGLO\ RQ WKH ULVH VLQFH WKH ODWH V
2SSRVLWLRQWRDERUWLRQRQWKHRWKHUKDQGKDVFKDQJHGRYHU WKH\HDUV LQD
PXFKPRUHHUUDWLFPDQQHU7KHWLPHVHULHVDQDO\VLVLQGLFDWHVWKHUHIRUHWKDW
RWKHUYDULDEOHVPXVWEHWDNHQLQWRFRQVLGHUDWLRQLQRUGHUWRH[SODLQWKHGLSVLQ
RSSRVLWLRQWRDERUWLRQZKHQLQHTXDOLW\KDVFRQVLVWHQWO\EHHQRQWKHULVH
)LJXUH$ERUWLRQDWWLWXGHVDQGLQHTXDOLW\WKH8QLWHG6WDWHVIURPWR
6RXUFH*6686&HQVXV%XUHDX
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
  
 
 $FFRUGLQJ WR WKH FRQVHTXHQWLDOLVW PRGHO LI ZRPHQ KDYH DFFHVV
WR RSSRUWXQLWLHV WR DPDVV UHVRXUFHV IRU IXWXUH SRWHQWLDO RͿVSULQJ VKHZLOO
KDYHDQ LQFHQWLYH WRGHOD\ WKHÀUVW FKLOGELUWKDQG WKXVVXSSRUWDERUWLRQ ,I
WKLV WKHRU\ LV FRUUHFWZHZRXOGH[SHFW WR VHHZRPHQ·VSDUWLFLSDWLRQ LQ WKH
ODERU IRUFHZKLFK LV DUJXDEO\ DQ LQGLFDWRU IRU DYDLODELOLW\ RI RSSRUWXQLWLHV
IRU ZRPHQ KDYH D VLPLODU WUHQG DFURVV WLPH DV VXSSRUW IRU DERUWLRQ KDV
8QIRUWXQDWHO\ )LJXUH  VKRZV WKDW ZRPHQ·V SDUWLFLSDWLRQ LQ WKH FLYLOLDQ
ZRUNIRUFHKDVDVLPLODUFRQVLVWHQWXSZDUGWUHQGDVWKH*LQLFRH΀FLHQWWKXV
OLPLWLQJ LWV DELOLW\ WR H[SODLQ WKHGLS LQ VXSSRUW IRU DERUWLRQZH VHH LQ WKH
ODWHVWKURXJKRXWWKHVDQGPLGV7KHGLVVLPLODULW\RIWKHWZR
YDULDEOHV· WUHQGV LQGLFDWHV WKDWRWKHUYDULDEOHVPXVWEH FRQVLGHUHG LQRUGHU
WRYDOLGDWHWKHFRQVHTXHQWLDOLVWPRGHODVDQDGHTXDWHSUHGLFWRUIRUDERUWLRQ
DWWLWXGHV
 2QH VXFK YDULDEOH FRXOG EH DWWLWXGHV WRZDUG SUHPDULWDO VH[ 6LQFH
WKHFRQVHTXHQWLDOLVWPRGHOLVEXLOWDURXQGWKHSUHPLVHWKDWSHRSOHEHKDYHLQ
DFFRUGDQFH WRD FRPPLWPHQWEDVHG UHSURGXFWLYH VWUDWHJ\RUDSURPLVFXRXV
UHSURGXFWLYHVWUDWHJ\LWZRXOGEHZRUWKREVHUYLQJWUHQGVLQDWWLWXGHVWRZDUG
SUHPDULWDO VH[ VXSSRUW IRU ZKLFK LQGLFDWHV D SURPLVFXRXV UHSURGXFWLYH
VWUDWHJ\DVFRPSDUHGWRWUHQGVLQDWWLWXGHVWRZDUGDERUWLRQ7KHSUHPLVHLV
)LJXUH$ERUWLRQDWWLWXGHVDQGZRPHQ·VHFRQRPLFSDUWLFLSDWLRQLQWKH8QLWHG6WDWHVIURP
WR6RXUFH*6686&HQVXV%XUHDX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_6SULQJ
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WKDWWKHWUHQGVEHWZHHQWKHWZRDWWLWXGHVZRXOGEHVLPLODUEHFDXVHKLJKOHYHOV
RI VXSSRUW IRU SUHPDULWDO VH[ ZRXOG LQGLFDWH D SURPLVFXRXV UHSURGXFWLYH
VWUDWHJ\ZKLFKZRXOGEHPRUHHDVLO\DFKLHYHGZLWKWKHDYDLODELOLW\RIDERUWLRQ
7KXVDORQJVLGHKLJKOHYHOVRIVXSSRUWIRUSUHPDULWDOVH[ZHZRXOGH[SHFWWR
VHHKLJKOHYHOVRIVXSSRUWIRUDERUWLRQ
 )URP)LJXUHZHFDQVHHWKDWWUHQGVIRUVXSSRUWIRUSUHPDULWDOVH[
IURPWKHHDUO\VKDYHPRUHRU OHVVEHHQVLPLODU WR WKRVHRIVXSSRUW IRU
DERUWLRQ6WDUWLQJIURPWKHHDUO\VKRZHYHUZHVHHDGLYHUJHQFHEHWZHHQ
WKH WZR WUHQGV LW DSSHDUV WKDW DSSURYDO IRU SUHPDULWDO VH[ LV FRQYHUJLQJ
WRZDUGV KLJKHU DSSURYDO UDWHV ZKHUHDV DERUWLRQ DSSURYDO UDWHV DUH DW WKH
VDPHOHYHOLQDVWKH\ZHUHLQWKHV:KDWWKHUHIRUHZRXOGEHDEOH
WRH[SODLQWKHFRQWLQXHGGRZQZDUGWUHQGLQDERUWLRQDWWLWXGHVVLQFHWKHPLG
VZKHQDWWLWXGHVWRZDUGVSUHPDULWDOVH[KDYHEHHQFRQYHUJLQJWRKLJKHU
OHYHOVRIDFFHSWDQFH"
)LJXUH$WWLWXGHVWRZDUGDERUWLRQDQGSUHPDULWDOVH[LQWKH8QLWHG6WDWHVIURPWR
6RXUFH*66
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV

 7KLVSDSHUZLOODUJXHWKDWWKHOHYHORIZHOIDUHDYDLODELOLW\LVDVWURQJ
SUHGLFWRUIRUDERUWLRQDWWLWXGHVEHFDXVHZKHQLQGLYLGXDOVUHFHLYHOHVVVXSSRUW
IURPWKHVWDWHFRPPLWPHQWVWUDWHJLVWVKDYHDVWURQJHULQWHUHVWLQNHHSLQJWKH
IDPLO\LQWDFWGXHWRWKHIDFWWKDWWKHUHLVDOLPLWHGVRFLDOVDIHW\QHWDYDLODEOH
WRVXSSRUWRQHVHOILQWKHHYHQWRIVSRXVDODEDQGRQPHQW,QWKH8QLWHG6WDWHV
WKHVWUXFWXUHRIZHOIDUHZDVGUDVWLFDOO\FKDQJHGRYHUWKHFRXUVHRIWKHV
7KH$LGWR)DPLOLHVZLWK'HSHQGHQW&KLOGUHQIHGHUDOSURJUDP$)'&ZDV
UHSODFHG E\ WKH 7HPSRUDU\ $VVLVWDQFH IRU 1HHG\ )DPLOLHV 7$1) EORFN
JUDQW:LWKWKLVFDPHDQXPEHURIFKDQJHVVXFKDVJUHDWHUVWDWHGLVFUHWLRQLQ
GHWHUPLQLQJWKHDPRXQWRIFDVKDVVLVWDQFHDQGWKHQDWXUHRIZRUNUHTXLUHPHQWV
%ODQN  6XFKZHOIDUH UHIRUPV UHVXOWHG LQ D UDSLGGHFOLQHRI FDVHORDGV
EHWZHHQWKHPLGVDQGDIWHUDULVHLQWKHQXPEHURIFDVHORDGVLQWKH
HDUO\VGXHWRDUHODWLYHO\PLOGUHFHVVLRQ%ODQN
 $YLVXDOUHSUHVHQWDWLRQRIWKLVGUDPDWLFFKDQJHLQFDVHORDGVLVVKRZQ
LQ)LJXUH:KDWVKRXOGEHQRWHGLVWKDWDUDGLFDOFKDQJHLQWKHQXPEHURI
$)'&7$1) FDVHORDGV EHWZHHQ  DQG ZDVPLUURUHG E\ D FKDQJH
LQWKHVDPHGLUHFWLRQRIDSSURYDOIRUDERUWLRQZLWKLQWKHVDPHWLPHSHULRG
+RZHYHU VXFKD FXUVRU\ WLPHVHULHVDQDO\VLV LVQRW VX΀FLHQW WR HVWDEOLVKD
FRQFUHWHUHODWLRQVKLSEHWZHHQZHOIDUHOHYHOVDQGDERUWLRQDWWLWXGHV)RURQH
)LJXUH7UHQGVLQDERUWLRQDWWLWXGHVDQGVWUHQJWKRIWKHZHOIDUHVWDWHWKH8QLWHG6WDWHVIURP
WR6RXUFH*6686&HQVXV%XUHDX
9ROXPH_6SULQJ
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WKLQJLWFDQQRWHVWDEOLVKDQ\VRUWRIUHODWLRQVKLSEHWZHHQWKHVHOHFWHGYDULDEOHV
DQGDERUWLRQDWWLWXGHVEH\RQGDPHUHFRLQFLGHQWDOVHPEODQFHLQWUHQGVDFURVV
WLPH )LQGLQJ VXSSRUWLQJ HYLGHQFH WKDW WKH UHODWLRQVKLSV DUH FDXVDOZRXOG
UHTXLUHPRYLQJEH\RQGDWHPSRUDODQDO\VLVRI WKHVHUHODWLRQVKLSV7KHQH[W
WZRVHFWLRQVZLOODWWHPSWWRVWUHQJWKHQWKLVUHODWLRQVKLSWKURXJKPRUHULJRURXV
DQDO\VLVRQDJHRJUDSKLFSODQHRIFRPSDULVRQ
,,$ERUWLRQ$WWLWXGHVE\6WDWH
 7KHUHLVVLJQLÀFDQWYDULDWLRQRISXEOLFRSLQLRQRQDERUWLRQDFURVVVWDWHV
$ VWUDLJKWIRUZDUGZD\ RI LOOXVWUDWLQJ D UHODWLRQVKLS EHWZHHQ WKLV YDULDWLRQ
DQGWKHVWUHQJWKRIWKHZHOIDUHV\VWHPZRXOGEHWRFRPSDUHSXEOLFRSLQLRQ
RQ DERUWLRQZLWK WKH OHYHO RI$)'& DFURVV VWDWHV$)'& LV DQ DSSURSULDWH
PHDVXUHRIWKHOHYHORIZHOIDUHDYDLODELOLW\IRUDQXPEHURIUHDVRQV7KHÀUVWLV
WKDWWKHDPRXQWRIDVVLVWDQFHSURYLGHGXQGHU$)'&YDULHVVLJQLÀFDQWO\IURP
VWDWHWRVWDWH$OHVLQDDQG*ODHVHU6HFRQGO\XVLQJ$)'&DVDPHDVXUH
RIZHOIDUH OHYHOV DOORZV WKLVSUHOLPLQDU\ OHYHO RI DQDO\VLV WR DYRLGSRVVLEOH
GLVWRUWLRQDU\ HͿHFWV DVVRFLDWHG ZLWK WKH ZHOIDUH UHIRUP LQ WKH PLGV
)LJXUHVKRZVWKDWWKHUHLVDVWURQJSRVLWLYHFRUUHODWLRQEHWZHHQPD[LPXP
$)'&EHQHÀWVDYDLODEOHLQHDFKVWDWHDQGLWVSHUFHQWDJHRIUHVSRQGHQWVZKR
VXSSRUWDERUWLRQLQDOOFDVHV

)LJ0D[LPXP$)'&EHQHÀWVDQGVXSSRUWIRUDERUWLRQLQDOOFDVHVDFURVV86VWDWHV
6RXUFH$1(60HUJHG6HQDWH)LOHDQG86&HQVXV
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
 :LWK D 3HDUVRQ·V FRUUHODWLRQ FRH΀FLHQW RI  WKH ELYDULDWH
FRUUHODWLRQEHWZHHQ OHYHORIZHOIDUHDYDLODEOHDQGDERUWLRQDSSURYDODFURVV
VWDWHVLVVLJQLÀFDQWDWWKHOHYHO+RZHYHUDVLPSOHELYDULDWHFRUUHODWLRQ
LV QRW VX΀FLHQW WR GHIHQG WKH WKHRU\ DW KDQG 7KHUHPD\ EH FRQIRXQGLQJ
YDULDEOHV WKDW FRUUHODWHZLWKERWK WKHDERUWLRQDSSURYDODQGZHOIDUH OHYHOV
UHQGHULQJ WKH DERYH FRUUHODWLRQ D VSXULRXV UHODWLRQVKLS ,Q RUGHU WR DYRLG
RPLWWHGYDULDEOHELDV7DEOHRXWOLQHVSRVVLEOHLQGHSHQGHQWYDULDEOHV,KDYH
VHOHFWHGEDVHGRQH[LVWLQJ OLWHUDWXUHDQGSRVVLEOHFRYDULDEOHV IRU WKH WKHRU\
SURSRVHGLQWKLVSDSHU
7DEOH6HOHFWHGYDULDEOHVIRUPXOWLYDULDWHDQDO\VLVDQGUHDVRQLQJIRULQFOXVLRQ
9ROXPH_6SULQJ
'RQJ(XQ'DUD/HH
 7KHFROXPQODEHOHG´µLQ7DEOHLQGLFDWHVWKHELYDULDWHFRUUHODWLRQV
EHWZHHQWKHGHSHQGHQWYDULDEOHDSSURYDOIRUDERUWLRQLQDOOFDVHVDQGWKH
VHOHFWHG LQGHSHQGHQW YDULDEOHV 7KH QXPEHUHG URZV DUH FRORUFRRUGLQDWHG
DFFRUGLQJ WR WKH WKHRU\ WKDW WKH LQGHSHQGHQW YDULDEOH LV UHSUHVHQWDWLYH RI
7ZR RI WKH WKUHH UHOHYDQW GHPRJUDSKLF SUHGLFWRUV DYDLODEOH LQ WKH $1(6
VXUYH\VKDUHVWDWLVWLFDOO\VLJQLÀFDQWFRUUHODWLRQVZLWKWKHGHSHQGHQWYDULDEOH
LQWKHH[SHFWHGGLUHFWLRQ+RZHYHUWKHSURSRUWLRQRIUHVSRQGHQWVZKRZHUH
$IULFDQ$PHULFDQGLGQRWVKDUHDVVLJQLÀFDQWRIDFRUUHODWLRQDVWKHSURSRUWLRQ
ZLWKDWOHDVWD%DFKHORU·VGHJUHHZKLOHPDULWDOVWDWXVZDVQRWDVWDWLVWLFDOO\
VLJQLÀFDQWSUHGLFWRU7KHZHDNQHVVRIUDFHDVDGHPRJUDSKLFSUHGLFWRUPD\
EH EHFDXVH WKH YDVW PDMRULW\ RI$1(6 UHVSRQGHQWV ZHUH &DXFDVLDQ WKHUH
7DEOH&RUUHODWLRQDO0DWUL[IRU6HOHFWHG9DULDEOHV
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
PD\ QRW KDYH EHHQ D VX΀FLHQW QXPEHU RI $IULFDQ$PHULFDQ UHVSRQGHQWV
WRFUHDWHDPHDQLQJIXOGDWDVHW ,QVX΀FLHQWGDWDFRXOGDOVRH[SODLQZK\WKH
UDFLDOGHPRJUDSKLFYDULDEOHGLGQRWFRUUHODWHZLWKRWKHUUHOHYDQWLQGHSHQGHQW
YDULDEOHVDVH[SHFWHGE\H[LVWLQJOLWHUDWXUHVXFKDVOHYHORIHGXFDWLRQDWWDLQHG
DQGOHYHOVRIUHOLJLRVLW\
 $OO WKUHH RI WKH YDULDEOHV VHOHFWHG WR UHSUHVHQW VRFLRFXOWXUDO
FKDUDFWHULVWLFV RI WKH VWDWH VKDUHG D VWDWLVWLFDOO\ VLJQLÀFDQW FRUUHODWLRQ
ZLWK WKH GHSHQGHQW YDULDEOH LQ WKH H[SHFWHG GLUHFWLRQ2Q WKH RWKHU KDQG
YDULDEOHVVHOHFWHGWRUHSUHVHQWSHUFHSWLRQVRIRWKHUVGLGQRWFRUUHODWHZLWKWKH
GHSHQGHQWYDULDEOHDVVLJQLÀFDQWO\0RVWQRWDEO\VXSSRUWIRUUHGLVWULEXWLRQ
VFKHPHVWREHQHÀW$IULFDQ$PHULFDQVZDVWKHRQO\LQGHSHQGHQWYDULDEOHWKDW
GLGQRWVKDUHDVWDWLVWLFDOO\VLJQLÀFDQWFRUUHODWLRQZLWKWKHGHSHQGHQWYDULDEOH
7KLVZHDNHQVWKHWKHRU\WKDWDWWLWXGHVWRZDUGDERUWLRQDQGUHGLVWULEXWLRQDUH
FRPPRQO\ LQIRUPHGE\DWWULEXWLRQDODQDO\VLVDV VXJJHVWHGE\:HLQHUHWDO
,QHTXDOLW\DQGWUXVWRQWKHRWKHUKDQGZHUHVLJQLÀFDQWO\FRUUHODWHG
ZLWKWKHGHSHQGHQWYDULDEOH
 $QG ÀQDOO\ WKH WKUHH LQGLFDWRUV RI ZRPHQ·V VWDWXV DQG OHYHO RI
ZHOIDUHDYDLODEOHQRWRQO\VKDUHGVWDWLVWLFDOO\VLJQLÀFDQWFRUUHODWLRQVZLWKWKH
GHSHQGHQWYDULDEOH EXW VKDUHG FRUUHODWLRQV WKDWKDG WKHKLJKHVWQXPHULFDO
YDOXH RI WKH 3HDUVRQ·V FRUUHODWLRQ FRH΀FLHQW VXJJHVWLQJ WKDW LQGLYLGXDOO\
WKHVH LQGHSHQGHQW YDULDEOHV KDG WKH ODUJHVW HͿHFW RQ WKH GHSHQGHQW
YDULDEOH 7KH UHODWLYH ZHDNQHVV LQ GHJUHH RI HͿHFW E\ ZRPHQ·V SROLWLFDO
SDUWLFLSDWLRQ FRPSDUHG WRRWKHU LQGLFDWRUVRIZRPHQ·V VWDWXV HPSOR\PHQW
DQG VRFLRHFRQRPLFDXWRQRP\PD\ IXUWKHU VXSSRUW WKH WKHRU\SXW IRUWK LQ
WKLVWKHVLVEHFDXVHDZRPDQ·VHFRQRPLFVWDWXVKDVPRUHGLUHFWLQÁXHQFHRQ
KHUGHFLVLRQPDNLQJEHWZHHQSUHVHQWDQGSRWHQWLDOIXWXUHUHVRXUFHVWKDQKHU
SROLWLFDOFORXWGRHV,WLVDOVRZRUWKQRWLQJWKDWZRPHQ·VHFRQRPLFVWDWXVDQG
OHYHO RIZHOIDUH DYDLODELOLW\ZHUH WKH RQO\ LQGHSHQGHQW YDULDEOHV WKDWZHUH
VLJQLÀFDQWO\UHODWHGWRDOORIWKHRWKHULQGHSHQGHQWYDULDEOHVFRQVLGHUHGZLWK
WKHH[FHSWLRQRIUDFHPDULWDOVWDWXVDQGDWWLWXGHVWRZDUGUHGLVWULEXWLRQ
 1RZ WKDW WKH LQGHSHQGHQW YDULDEOHV WKDW DUH VLJQLÀFDQWO\ UHODWHG
WR WKH GHSHQGHQW YDULDEOH KDYH EHHQ GHWHUPLQHGZHPD\ SHUIRUP SDUWLDO
FRUUHODWLRQV ZLWK WKH VWDWLVWLFDOO\ VLJQLÀFDQW YDULDEOHV LQ RUGHU WR PRUH
FRQFUHWHO\GHWHUPLQHZKHWKHU WKH FRQVHTXHQWLDOLVWPRGHOSURYLGHV WKHEHVW
H[SODQDWLRQIRUDERUWLRQDWWLWXGHV7KHSULPDU\SUHGLFWLRQZDVWKDWFRQWUROOLQJ
IRUFRQVHTXHQWLDOLVWLWHPVLHZHOIDUHOHYHODQGWKUHHLQGLFDWRUVRIZRPHQ·V
VWDWXVZRXOGUHGXFHWKHHͿHFWVRIWKHRWKHUYDULDEOHVWRDJUHDWHUH[WHQWWKDQ
FRQWUROOLQJ IRU RWKHU YDULDEOHVZRXOG UHGXFH WKH HͿHFWV RI FRQVHTXHQWLDOLVW
YDULDEOHV ,W ZDV DOVR SUHGLFWHG WKDW FRQWUROOLQJ IRU LQGHSHQGHQW YDULDEOHV
UHSUHVHQWDWLYHRIGLͿHUHQWH[SODQDWRU\PRGHOVZRXOGQRWUHGXFHWKHHͿHFWRI
9ROXPH_6SULQJ
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WKHYDULDEOHVIURPWKHFRQVHTXHQWLDOLVWPRGHOVLJQLÀFDQWO\)RUWKHPRVWSDUW
WKHÀQGLQJVXSKHOGWKHVHSUHGLFWLRQVDQGDUHSUHVHQWHGEHORZLQ7DEOH
 &RQWUROOLQJIRUZHOIDUHOHYHODQGLQGLFDWRUVRIZRPHQ·VVWDWXVUHVXOWHG
LQIRXUYDULDEOHVEHLQJUHQGHUHGVWDWLVWLFDOO\LQVLJQLÀFDQWDQGWKHFRUUHODWLRQ
FRH΀FLHQWRIHGXFDWLRQ OHYHO WREHVLJQLÀFDQWO\ ORZHUHG7KHYDULDEOHV WKDW
ZHUH ODUJHO\ XQDͿHFWHG E\ FRQWUROOLQJ IRU FRQVHTXHQWLDOLVW LWHPVZHUH WKH
UHOLJLRVLW\RIWKHVWDWHDQGWKH*LQLFRH΀FLHQW,QIDFWUHOLJLRVLW\RIWKHVWDWH
DQG PRVW RI WKH FRQVHTXHQWLDOLVW LWHPV ZHUH WKH RQO\ YDULDEOHV WKDW ZHUH
XQDͿHFWHG LQ DQ\ RI WKH SDUWLDO FRUUHODWLRQV 7KHPRGHO WKDW KDG WKH OHDVW
LPSDFW ZKHQ FRQWUROOHG ZDV WKDW RI HPSDWK\ ZKLFK GLG QRW VLJQLÀFDQWO\
UHGXFH WKH HͿHFW RI DQ\ RWKHU YDULDEOHV DVLGH IURP WKH $IULFDQ$PHULFDQ
GHPRJUDSKLFSUHGLFWRUZKLFKZDVDOUHDG\UHODWLYHO\ZHDNO\FRUUHODWHGZLWK
WKHGHSHQGHQWYDULDEOHWREHJLQZLWK
 &RQVHTXHQWLDOLVW LWHPV WKHUHIRUH KDYH WKH ODUJHVW HͿHFW RQ RWKHU
YDULDEOHVZKHQFRQWUROOHGDQGZHUHDPRQJWKHOHDVWDͿHFWHGE\WKHFRQWURO
RIRWKHUYDULDEOHVLQWKHSDUWLDOFRUUHODWLRQV7KLVVXSSRUWVWKHK\SRWKHVLVWKDW
RXW RI DOO WKH H[SODQDWRU\PRGHOV WKH LWHPV LQ WKH FRQVHTXHQWLDOLVWPRGHO
ZRXOGEHWKHVWURQJHVWSUHGLFWRUVIRUDERUWLRQDWWLWXGHV
 1RZ WKDW WKH FRQVHTXHQWLDOLVW PRGHO LV VKRZQ WR KDYH WKH PRVW
H[SODQDWRU\SRZHULWLVLPSRUWDQWWRDQDO\]HLQPRUHGHSWKWKHUHODWLRQVKLS
7DEOH3HDUVRQFRUUHODWLRQDQGSDUWLDOFRUUHODWLRQVEHWZHHQDSSURYDOIRUDERUWLRQLQDOOFDVHV
DQGLQGHSHQGHQWYDULDEOHVOLVWHGLQ7DEOH
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
EHWZHHQ DERUWLRQ DWWLWXGHV ZHOIDUH OHYHO DQG ZRPHQ·V VWDWXV *LYHQ WKDW
ZHNQRZZHOIDUH OHYHOVDUHUHODWHGWRERWKDERUWLRQDWWLWXGHVDQGZRPHQ·V
VWDWXVFRQWUROOLQJIRUZRPHQ·VVWDWXVLQGLFDWRUVZLOOJLYHXVDSXUHUPHDVXUH
RIWKHUHODWLRQVKLSEHWZHHQZHOIDUHOHYHOVDQGDERUWLRQDWWLWXGHV6TXDULQJWKH
UYDOXHIURPWKHFRUUHODWLRQDOPDWUL[LQ7DEOHUHYHDOVWKDWEHIRUHFRQWUROOLQJ
IRUZRPHQ·VVWDWXVLQGLFDWRUVZHOIDUHOHYHOVDFFRXQWIRURIWKHYDULDQFH
LQVXSSRUWIRUDERUWLRQ7DEOHVKRZVWKHUHVXOWLQJUYDOXHIRUWKHFRUUHODWLRQ
EHWZHHQZHOIDUHOHYHOVDQGVXSSRUWIRUDERUWLRQDIWHUFRQWUROOLQJIRUZRPHQ·V
VWDWXVLQGLFDWRUV
 
 &RQWUROOLQJ IRU ZRPHQ·V VWDWXV LQGLFDWRUV UHGXFHV WKH H[SODQDWRU\
SRZHU RI ZHOIDUH OHYHOV IURP EHLQJ DEOH WR DFFRXQW IRU  RI DERUWLRQ
DWWLWXGHVYDULDQFH WR OHVV WKDQ7KLV LQGLFDWHV WKDWYDULDQFH LQDERUWLRQ
DWWLWXGHVDVH[SODLQHGE\ZHOIDUHOHYHOVLVQRWXQLTXHDWDOODQGWKDWZRPHQ·V
VWDWXVDFFRXQWVIRUQHDUO\DOORILW7KLVLQWXUQLQGLFDWHVWKDWZRPHQ·VVWDWXV
LV LQWHJUDO LQ WKH UHODWLRQVKLS EHWZHHQ ZHOIDUH DQG DERUWLRQ DWWLWXGHV $Q
LQWHUSUHWDWLRQRIWKLVÀQGLQJFRXOGEHWKDWVXSSRUWIURPWKHVWDWHDOORZVIRU
ZRPHQWRDFFHVVFDUHHURSSRUWXQLWLHVWRDPDVVUHVRXUFHVIRUSRWHQWLDOFKLOGUHQ
LQ WKH IXWXUH +RZHYHU WKLV GRHV QRW PHDQ WKDW DQ\ IRUP RI JRYHUQPHQW
DVVLVWDQFHWKDWZRXOGUDLVHWKHVWDWXVRIZRPHQZRXOGFRQWULEXWHWRYDULDQFHLQ
DERUWLRQDWWLWXGHV,QIDFWRQO\WKUHHW\SHVRIVWDWHVSHQGLQJZHUHVLJQLÀFDQWO\
UHODWHGWRDERUWLRQDWWLWXGHVDVVKRZQLQ7DEOHEHORZ
7DEOH3DUWLDOFRUUHODWLRQVEHWZHHQDSSURYDOIRUDERUWLRQLQDOOFDVHVDQGLQGLFDWRUVIRU
ZRPHQ·VVWDWXVDIWHUFRQWUROOLQJIRUOHYHORIZHOIDUHDYDLODELOLW\
9ROXPH_6SULQJ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
 
 2XWRI WKHVL[PDMRUW\SHVRIVWDWH OHYHOVSHQGLQJLQWKH86DW WKH
WLPH ERWK W\SHV RI HGXFDWLRQ VSHQGLQJ FDVK DVVLVWDQFH DQG FRUUHFWLRQV
VSHQGLQJZHUHVLJQLÀFDQWO\UHODWHGWRDERUWLRQDWWLWXGHV+DYLQJIRXQGZKLFK
W\SHVRIJRYHUQPHQWVSHQGLQJFRQWULEXWHVXEVWDQWLDOO\WRDERUWLRQDWWLWXGHV
KLHUDUFKLFDO PXOWLSOH UHJUHVVLRQ ZDV SHUIRUPHG WR WHVW LI $)'& VSHQGLQJ
ZRXOGKDYHDQHͿHFWRQDSSURYDOIRUDERUWLRQLQGHSHQGHQWRIWKHHͿHFWVRI
WKHRWKHUW\SHVRIVSHQGLQJ
 7KH UHJUHVVLRQ PRGHO VXPPDU\ LQ 7DEOH  VKRZV WKDW H[FOXGLQJ
$)'&VSHQGLQJVWDWHVSHQGLQJDFFRXQWVIRURIYDULDELOLW\ LQDSSURYDO
IRUDERUWLRQ%\LQFOXGLQJ$)'&LQ´0RGHOµWKHSUHGLFWLYHSRZHUJRHVXS
WR7KH$129$DOVRLQGLFDWHGWKDWERWKPRGHOVZHUHDOVRVWDWLVWLFDOO\
VLJQLÀFDQWDSYDOXHRIOHVVWKDQ
7DEOH&RUUHODWLRQVEHWZHHQW\SHVRIVWDWHH[SHQGLWXUHDQGVXSSRUWIRUDERUWLRQ
7DEOH5HJUHVVLRQPRGHOVXPPDU\
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
 7DEOH  EHORZ KRZHYHU VKRZV WKDW WKRXJK ´0RGHO µ DV DZKROH
LV VWDWLVWLFDOO\ VLJQLÀFDQW$)'&VSHQGLQJDVDYDULDEOHGRHVQRW FRQWULEXWH
VLJQLÀFDQWO\ WR WKH PRGHO DV LWV VLJQLÀFDQFH GRHV QRW IDOO EHORZ 
,QWHUHVWLQJO\ VSHQGLQJRQ FRUUHFWLRQV VHHPV WRZLHOG WKHPRVW LQÁXHQFH LQ
0RGHOHYHQWKRXJKWKHFRUUHODWLRQDOPDWUL[VKRZHGFRUUHFWLRQVVSHQGLQJ
DVKDYLQJ WKH ORZHVWFRUUHODWLRQFRH΀FLHQW LQ LWV UHODWLRQVKLSZLWKDERUWLRQ
DWWLWXGHV,QVKRUWWKHHͿHFWRI$)'&VSHQGLQJLQGHSHQGHQWO\7DEOHDQG
WKHHͿHFWRI$)'&UHODWLYHWRRWKHUVSHQGLQJW\SHV7DEOHDUHGLͿHUHQW2QH
SRVVLEOHIDFWRUWKDWPD\H[SODLQWKLVGLVFUHSDQF\LVWKDW$)'&DVDSHUFHQWDJH
RIVWDWHVSHQGLQJLVOHVVOLNHO\WREHDVLJQDOIRUSHRSOHDVWRKRZPXFKVXSSRUW
IURP WKH JRYHUQPHQW WKH\ DUH OLNHO\ WR UHFHLYH WKH PD[LPXP DPRXQW RI
EHQHÀWVDOORFDWHGWRDIDPLO\RIWKUHHLVDFOHDUHULQGLFDWRUIRUWKHDPRXQWRI
VXSSRUWDYDLODEOHIURPWKHJRYHUQPHQWRQDQLQGLYLGXDOOHYHO)XUWKHUPRUH
WKH VLJQLÀFDQFHRI FRUUHFWLRQV VSHQGLQJRQDERUWLRQDWWLWXGHV FRXOGDOVREH
H[SODLQHG WKURXJK WKH FRQVHTXHQWLDOLVW PRGHO LQ WKDW LQFUHDVHG VSHQGLQJ
RQ ODZHQIRUFHPHQWDQGFRXUWSURFHGXUHVSURYLGHVZD\VIRU´VWUDQJHUVµ WR
IRUPUHODWLRQVKLSVZLWKOHVVULVNRIGHFHSWLRQRUIUDXG7KLVLQWXUQSODFHVOHVV
LPSRUWDQFHRQWKHIDPLO\DQGWKHZHOIDUHVWDWHDVVRXUFHVRIVXSSRUWDVWKH
SRVVLELOLW\RIFRRSHUDWLRQZLWKRWKHUPHPEHUVRIVRFLHW\ZRXOGEHIDFLOLWDWHG
WKURXJKSXEOLFO\IXQGHGDYHQXHVRIVDQFWLRQLQJLQWKHFDVHRIGHIHFWLRQ)XQN

 $QRWKHUVXUSULVLQJÀQGLQJIURPWKHUHJUHVVLRQPRGHOLVWKHQHJDWLYH
UHODWLRQVKLSEHWZHHQHOHPHQWDU\HGXFDWLRQVSHQGLQJDQGDERUWLRQDWWLWXGHV
WKDWLVWKHKLJKHUWKHSURSRUWLRQRIVWDWHH[SHQGLWXUHRQHGXFDWLRQWKHORZHU
WKHDSSURYDOIRUDERUWLRQLQDQ\JLYHQVWDWH7KLVVHHPVWRUXQFRXQWHUWRWKH
OLWHUDWXUH RQ DERUWLRQ DWWLWXGHV WKDW VXJJHVW D SRVLWLYH FRUUHODWLRQ EHWZHHQ
OHYHOVRIHGXFDWLRQDQGDSSURYDOIRUDERUWLRQ)XUWKHUUHVHDUFKZLOOEHUHTXLUHG
WRH[SODLQWKHVHFRQWUDGLFWRU\ÀQGLQJVRQWKHUHODWLRQVKLSEHWZHHQHGXFDWLRQ
DQGDERUWLRQDWWLWXGHV

7DEOH&RH΀FLHQWVRIWKHUHJUHVVLRQPRGHOEHIRUHDQGDIWHULQFOXVLRQRI$)'&VSHQGLQJ
9ROXPH_6SULQJ
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 7KH GRPHVWLF OHYHO RI FRPSDULVRQ LQ YDULDWLRQ DPRQJ DERUWLRQ
DWWLWXGHVUHYHDOHGWKDWRXWRIWKHIRXUPRGHOVIRUH[SODLQLQJDERUWLRQDWWLWXGHV
WKHUHODWLRQVKLSEHWZHHQFRQVHTXHQWLDOLVW LWHPVRIH[SODQDWLRQDQGDERUWLRQ
DWWLWXGHVZDV WKH VWURQJHVW DQGPRVW LPPXWDEOH +RZHYHU FRQWUROOLQJ IRU
LQGLFDWRUVRIZRPHQ·VVWDWXVUHYHDOHGWKDWWKHUHZDVQRXQLTXHUHODWLRQVKLS
EHWZHHQPD[LPXP$)'&IXQGVDYDLODEOHDQGDERUWLRQDWWLWXGHVVXJJHVWLQJ
WKDWWKHOHYHORIZHOIDUHDYDLODEOHLVPRVWOLNHO\QRWWDNHQDVDGLUHFWVLJQDOIRU
LQIRUPLQJDERUWLRQDWWLWXGHV)XUWKHUPRUHDUHJUHVVLRQDQDO\VLVRQWKHDELOLW\
RIWKHGLͿHUHQWW\SHVRIJRYHUQPHQWVSHQGLQJLQSUHGLFWLQJDERUWLRQDWWLWXGHV
VKRZHGWKDWZKHQWDNHQLQWKHFRQWH[WRIRWKHUVSHQGLQJW\SHV$)'&DVD
SURSRUWLRQRIWRWDOVWDWHH[SHQGLWXUHZDVQRWDVWDWLVWLFDOO\VLJQLÀFDQWSUHGLFWRU
RIDERUWLRQDWWLWXGHV7KHDEVHQFHRIDXQLTXHUHODWLRQVKLSEHWZHHQZHOIDUH
DYDLODELOLW\DQG$PHULFDQDERUWLRQDWWLWXGHVUHTXLUHVDOWHUQDWLYHH[SODQDWLRQV
IRUWKHLQLWLDOUHODWLRQVKLSEHWZHHQWKHOHYHORIZHOIDUHDYDLODELOLW\DQGDERUWLRQ
DWWLWXGHVVHHQLQWKHWLPHVHULHVOHYHORIDQDO\VLVDQGLQ)LJXUH
,,,*OREDO$ERUWLRQ$WWLWXGHV
 7DNLQJ WKH QDWLRQDO DJJUHJDWH RI WKH GRPHVWLF YDULDWLRQ LQ SXEOLF
RSLQLRQRQDERUWLRQRͿHUVDQRSSRUWXQLW\WRFRPSDUHWKH$PHULFDQDYHUDJH
LQDERUWLRQDWWLWXGHVWRWKRVHRIRWKHU2(&'FRXQWULHV$VZDVWKHFDVHZLWKLQ
WKH 8QLWHG 6WDWHV D JOREDO FRPSDULVRQ DOVR UHYHDOV VWDWLVWLFDOO\ VLJQLÀFDQW
YDULDWLRQLQDERUWLRQDWWLWXGHV$UXGLPHQWDU\LOOXVWUDWLRQRIWKHUHODWLRQVKLS
EHWZHHQWKLVYDULDWLRQDQGYDULDWLRQV LQVRFLDOH[SHQGLWXUH GHÀQHGORRVHO\
DV VSHQGLQJ DQG VHUYLFHV SURYLGHG WR VXSSRUW WKH VWDQGDUG RI OLYLQJ RI
GLVDGYDQWDJHG RU YXOQHUDEOH JURXSV E\ WKH 2(&' LV LOOXVWUDWHG EHORZ LQ
)LJXUHDQG7KH\VKRZWKDWWKHUHLVDVWURQJSRVLWLYHFRUUHODWLRQEHWZHHQ
VRFLDO H[SHQGLWXUH DV D SHUFHQWDJH RI *'3 DQG VXSSRUW IRU HOHFWLYH DQG
WUDXPDWLFDERUWLRQUHVSHFWLYHO\
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([SODLQLQJ$ERUWLRQ$WWLWXGHV

)LJXUH6RFLDOH[SHQGLWXUHDQGDSSURYDOIRUHOHFWLYHDERUWLRQDFURVV2(&'QDWLRQV
6RXUFH,6635HOLJLRQ6XUYH\2(&'(FRQRPLF2XWORRN'DWDEDVH

)LJXUH6RFLDOH[SHQGLWXUHDQGDSSURYDOIRUWUDXPDWLFDERUWLRQDFURVV2(&'QDWLRQV
6RXUFH,6635HOLJLRQ6XUYH\2(&'(FRQRPLF2XWORRN'DWDEDVH
9ROXPH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 :LWK3HDUVRQ·VFRUUHODWLRQFRH΀FLHQWVRIDQGUHVSHFWLYHO\
HOHFWLYHDQGWUDXPDWLFDERUWLRQZHUHERWKFRUUHODWHGVLJQLÀFDQWO\ZLWKVRFLDO
VSHQGLQJOHYHOV$VGLVFXVVHGEHIRUHKRZHYHUDELYDULDWHFRUUHODWLRQLVQRW
ULJRURXV HQRXJKRI D WHVW WR VXSSRUW WKHSUHPLVH RI WKLV WKHVLV DGHTXDWHO\
7DEOHVKRZVD OLVWRIYDULDEOHV WKDWZHUHFKRVHQWRUHSUHVHQW WKHGLͿHUHQW
H[SODQDWRU\PRGHOVVRDVWRSHUIRUPPRUHULJRURXVFRPSDUDWLYHDQDO\VLV
7DEOH6HOHFWHGYDULDEOHVIRUPXOWLYDULDWHDQDO\VLVDQGUHDVRQLQJIRULQFOXVLRQ
63,&(_3KLORVRSK\3ROLWLFVDQG(FRQRPLFV8QGHUJUDGXDWH-RXUQDO
([SODLQLQJ$ERUWLRQ$WWLWXGHV
 7KH FRUUHODWLRQDO PDWUL[ DERYH UHYHDOV WKDW RXW RI WKH YDULDEOHV
VHOHFWHGWKRVHWKDWUHSUHVHQWWKHFRQVHTXHQWLDOLVWPRGHODSDUWIURPZRPHQ·V
SROLWLFDO SDUWLFLSDWLRQ FRUUHODWHG VLJQLÀFDQWO\ZLWK DSSURYDO IRU ERWK W\SHV
RIDERUWLRQ ,W LV FOHDU WKDW WKHVWURQJHVWYDULDEOH LQ WKHFRUUHODWLRQDOPDWUL[
DERYH LV WKDW RI YLHZV RQ SUHPDULWDO VH[ ZKLFK LV VLJQLÀFDQWO\ UHODWHG WR
WKH WZR GHSHQGHQW YDULDEOHV RQ DERUWLRQ DWWLWXGHV WR WKH JUHDWHVW GHJUHH
)XUWKHUPRUH YLHZVRQSUHPDULWDO VH[ DUH DOVR VLJQLÀFDQWO\ FRUUHODWHGZLWK
WKHPRVW QXPEHU RI RWKHU LQGHSHQGHQW YDULDEOHVZKLFK SRVVLEO\ LQGLFDWHV
WKDWPDQ\RIWKHVLJQLÀFDQWUHODWLRQVKLSVZHVHHEHWZHHQRWKHULQGHSHQGHQW
YDULDEOHVDQGDERUWLRQDWWLWXGHVFRXOGEHDWWULEXWDEOHWRYLHZVRQSUHPDULWDO
VH[7KH´HPSDWK\µPRGHOZDVDOVRVWURQJLQSUHGLFWLQJERWKWKHGHSHQGHQW
YDULDEOHVZLWKWKH*LQLFRH΀FLHQWDQGEHOLHIVDERXWWUXVWZRUWKLQHVVRIRWKHUV
VLJQLÀFDQWO\ UHODWLQJ WR DWWLWXGHV WRZDUG DERUWLRQ DQG PDQ\ RI WKH RWKHU
LQGHSHQGHQW YDULDEOHV ,W VKRXOG EH QRWHG KRZHYHU WKDW DWWLWXGHV WRZDUG
XQHPSOR\PHQW EHQHÀWV GLG QRW VKDUH D VWDWLVWLFDOO\ VLJQLÀFDQW FRUUHODWLRQ
ZLWKDWWLWXGHV WRZDUGHLWKHU W\SHRIDERUWLRQ7KLV VKRZV WKDWDWWULEXWLRQDO
DQDO\VLV DV VXJJHVWHG E\:HLQHU HW DO  GRHV QRWZRUN LQ SUHGLFWLQJ
DERUWLRQDWWLWXGHVRQHLWKHUWKHQDWLRQDORUJOREDOOHYHO
 9DULDEOHV UHSUHVHQWLQJ WKH VRFLRFXOWXUDO GLͿHUHQFHV PRGHO ZHUH
UHODWLYHO\ OHVV VXFFHVVIXO LQ SUHGLFWLQJ DERUWLRQ DWWLWXGHV 6XUSULVLQJO\ WKH
SUHYDOHQFHRI&DWKROLFLVPLQDJLYHQFRXQWU\ZDVQRWDJRRGSUHGLFWRURIWKH
DERUWLRQDWWLWXGHVZLWKLQLWZKLFKVHHPVWRFRQWUDGLFWPXFKRIWKHOLWHUDWXUH
7DEOH&RUUHODWLRQDO0DWUL[IRU6HOHFWHG9DULDEOHV
9ROXPH_6SULQJ
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WKDWDUJXHVJOREDOGLͿHUHQFHVLQDERUWLRQDWWLWXGHVKLQJHXSRQWKHGLͿHULQJ
GHJUHHVRI UHOLJLRVLW\ DFURVVQDWLRQV 6RFLRFXOWXUDOGLͿHUHQFHV LQSHUFHSWLRQ
RI JHQGHU UROHV KRZHYHU GLG VKDUH D VWDWLVWLFDOO\ VLJQLÀFDQW FRUUHODWLRQ
ZLWK DWWLWXGHV WRZDUG DERUWLRQ VXJJHVWLQJ WKDW RQ WKH LQWHUQDWLRQDO OHYHO
GLͿHUHQFHV LQ VRFLDO XQGHUVWDQGLQJV RI JHQGHU HTXDOLW\ PD\ EH D EHWWHU
SUHGLFWRU IRU DERUWLRQ DWWLWXGHV WKDQ GLͿHUHQFHV LQ UHOLJLRVLW\ 2XW RI DOO
H[SODQDWRU\PRGHOVGHPRJUDSKLFSUHGLFWRUVZHUHWKHZHDNHVWLQHVWDEOLVKLQJ
DUHODWLRQVKLSZLWKDERUWLRQDWWLWXGHVRQWKHLQWHUQDWLRQDOOHYHO
 7KHH[WHQWWRZKLFKWKHUHLVDQRYHUODSRIH[SODQDWRU\SRZHUDPRQJ
WKH VWDWLVWLFDOO\ VLJQLÀFDQW LQGHSHQGHQW YDULDEOHV LV H[SORUHG LQ 7DEOH 
EHORZE\ VHHLQJ WKH HͿHFW RI FRQWUROOLQJNH\ LQGHSHQGHQWYDULDEOHV RQ WKH
UHODWLRQVKLSEHWZHHQDERUWLRQDWWLWXGHVDQGRWKHULQGHSHQGHQWYDULDEOHV


 7KHSDUWLDOFRUUHODWLRQVUHYHDOWKDW LQGHHGYLHZVRQSUHPDULWDOVH[
DUHWKHVWURQJHVWLQGHSHQGHQWYDULDEOHIRUSUHGLFWLRQKDYLQJQRWEHHQDͿHFWHG
E\DQ\RIWKHSDUWLDOFRUUHODWLRQVSHUIRUPHG,WVUHSUHVHQWDWLYHPRGHOZDVDOVR
WKHPRGHOZLWKWKHFRQWURORIZKLFKRWKHUPRGHOVZHUHPRVWDͿHFWHGE\7KH
ZHDNHVWYDULDEOHUHYHDOHGE\WKHSDUWLDOFRUUHODWLRQVZDVHGXFDWLRQOHYHODVD
GHPRJUDSKLFSUHGLFWRU²PRVWRIWKHLQGHSHQGHQWYDULDEOHVZHUHXQDͿHFWHG
DIWHUKDYLQJFRQWUROOHGIRULW7KLVLQGLFDWHVWKDWWKHOHYHORIHGXFDWLRQLVQRW
D IDFWRU WKDWSUHFHGHV WKHRWKHU LQGHSHQGHQWYDULDEOHVDQG WKDW WKHUH LVQR
XQLTXH UHODWLRQVKLS EHWZHHQ DQ LQGLYLGXDO·V HGXFDWLRQ OHYHO DQG DERUWLRQ
DWWLWXGHVRQWKHLQWHUQDWLRQDOOHYHO&RQWUROOLQJIRUYDULDEOHVUHSUHVHQWDWLYHRI
HPSDWK\RQWKHRWKHUKDQGZDVVKRZQWRVLJQLÀFDQWO\UHGXFHWKHFRUUHODWLRQV
WKDWRWKHULQGHSHQGHQWYDULDEOHVVKDUHGZLWKWKHGHSHQGHQWYDULDEOHVDYHIRU
7DEOH3HDUVRQFRUUHODWLRQDQGSDUWLDOFRUUHODWLRQVEHWZHHQDSSURYDOIRUDERUWLRQLQDOOFDVHV
DQGLQGHSHQGHQWYDULDEOHVOLVWHGLQ7DEOH
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YLHZVRQSUHPDULWDOVH[7KHVWDWLVWLFDOO\VLJQLÀFDQWYDULDEOHVUHSUHVHQWLQJWKH
HPSDWK\PRGHOLQHTXDOLW\DQGWUXVWPD\EHFRPSDUDWLYHO\PRUHVLJQLÀFDQW
RQWKHLQWHUQDWLRQDOOHYHOWKDQWKHGRPHVWLFOHYHOEHFDXVHRIDKLJKHUGHJUHH
RIYDULDELOLW\LQLQHTXDOLW\OHYHOVDQGWUXVWDFURVVGLͿHUHQWQDWLRQVWKDQDFURVV
GLͿHUHQWVWDWHVRIWKHVDPHQDWLRQ,QGHHGWKHUDQJHRI*LQLFRH΀FLHQWVRQWKH
GRPHVWLFOHYHOLVIURPWRZKHUHDVWKHUDQJHRQWKHLQWHUQDWLRQDO
OHYHOLVIURPWR

 *LYHQWKDWWKHPDLQFUX[RIWKHDUJXPHQWRIWKLVSDSHULVEDVHGRQWKH
OHYHORIVXSSRUWWKDWLQGLYLGXDOVUHFHLYHIURPWKHVWDWHDQDQDO\VLVWRGHWHUPLQH
ZKLFK W\SH RI JRYHUQPHQW VSHQGLQJ KDV WKHPRVW LQÁXHQFH RQ SUHGLFWLQJ
DERUWLRQDWWLWXGHVZRXOGEHLPSRUWDQW6HYHUDOGLͿHUHQWW\SHVRIH[SHQGLWXUH
ZHUHFRQVLGHUHGLQFOXGLQJH[SHQGLWXUHVRQGLVDELOLW\IDPLO\KHDOWKKRXVLQJ
ROGDJHXQHPSOR\PHQWHGXFDWLRQGHIHQVHDQGWKHHQYLURQPHQW2XWRIWKHVH
ELYDULDWHFRUUHODWLRQUHYHDOHGWKDWVSHQGLQJVRQGLVDELOLW\IDPLO\KHDOWKDQG
HGXFDWLRQKDYHDVWDWLVWLFDOO\VLJQLÀFDQWUHODWLRQVKLSZLWKYLHZVRQDERUWLRQ
,Q WKLVQH[WVHFWLRQKLHUDUFKLFDOPXOWLSOHUHJUHVVLRQVDUHSUHVHQWHGWRVKRZ
ZKLFKW\SHRIVSHQGLQJZRXOGZLHOGWKHPRVWLQÁXHQFHRQDERUWLRQDWWLWXGHV
7KHUHVXOWVDUHVKRZQEHORZ
7DEOH5HJUHVVLRQ0RGHO6XPPDU\

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
 %DVHGRQ:HHGHQ·VWKHRU\WKDWSHRSOHDUHRSSRVHGWRDERUWLRQRQWKH
JURXQGVWKDWLWWKUHDWHQVWKHFRPPLWPHQWRULHQWHGUHSURGXFWLYHVWUDWHJ\WKH\
KDYHFKRVHQWKHSUHGLFWLRQZDVWKDWVSHQGLQJGHGLFDWHGWRWKHIDPLO\ZRXOG
KDYHWKHVWURQJHVWLQÁXHQFHLQGHWHUPLQLQJDERUWLRQDWWLWXGHV+RZHYHUWKH
PRGHOVXPPDU\DERYHVKRZVWKDWDGGLQJJRYHUQPHQWVSHQGLQJRQIDPLO\WR
WKHDJJUHJDWHPRGHORI WKHUHODWLRQVKLSEHWZHHQJRYHUQPHQWVSHQGLQJDQG
DERUWLRQ DWWLWXGHV RQO\ LQFUHDVHG WKH H[SODQDWRU\ SRZHU RI WKH YDULDQFH LQ
DERUWLRQDWWLWXGHVIURPWR)XUWKHUPRUHVSHQGLQJRQWKHIDPLO\
DVDYDULDEOHDVFRPSDUHGWRWKHRWKHUVSHQGLQJW\SHVLQWKHUHJUHVVLRQPRGHO
IHOOEHORZVLJQLÀFDQFHZKLFKVLJQLÀFDQWO\ZHDNHQVWKHPDLQDUJXPHQWRIWKLV
SDSHU+RZHYHULWFRXOGEHWKHFDVHWKDWYDULDWLRQRQVSHQGLQJRQWKH´ IDPLO\µ
LVQRWWKHULJKWW\SHRIVRFLDOVSHQGLQJWRFRQVLGHU$PRUHDSSURSULDWHW\SH
RI VSHQGLQJ WR EH FRPSDULQJ PD\ EH VRFLDO VSHQGLQJ GHVLJQHG WR UHGXFH
SHRSOH·V LQWHUHVW LQ GHSHQGLQJ RQ WKH FRPELQHG HDUQLQJV IURP DPDUULDJH
7KLV LV EHFDXVH WKHUH DUH LQVWDQFHV ZKHUH SROLFLHV RQ IDPLO\ VSHQGLQJ DUH
VSHFLÀFDOO\ GHVLJQHG WR HQFRXUDJH PDUULDJH )RU H[DPSOH WKH 3HUVRQDO
5HVSRQVLELOLW\DQG:RUN2SSRUWXQLW\5HFRQFLOLDWLRQ$FW 35:25$ LQ WKH
86FUHDWHGDV\VWHPZKHUHVWDWHVWKDWUHGXFHGRXWRIZHGORFNFKLOGEHDULQJ
ZLWKRXW UDLVLQJ DERUWLRQ UDWHV TXDOLÀHG IRU VSHFLDO ERQXVHV %ODQN 
3RVVLEOHIXWXUHUHVHDUFKGLUHFWLRQVZRXOGLQFOXGHDPRUHQXDQFHGHYDOXDWLRQ
RIGLͿHUHQWW\SHVRIJRYHUQPHQWVSHQGLQJDQGLWVHͿHFWVRQSHRSOH·VFKRLFHV
WRSXUVXHFRPPLWPHQWRUSURPLVFXRXVUHSURGXFWLYHVWUDWHJLHV
 6SHQGLQJ RQ HGXFDWLRQ LQ WKH HQGZDV WKH RQO\ W\SH RI VSHQGLQJ
WKDWZDVVWDWLVWLFDOO\VLJQLÀFDQWWRWKHUHJUHVVLRQPRGHO7KLVLVLQWHUHVWLQJWR
QRWHDVWKHSDUWLDOFRUUHODWLRQVLQ7DEOHLQGLFDWHWKDWWKHOHYHORIHGXFDWLRQ
LVQRWDVWURQJSUHGLFWRURIDERUWLRQDWWLWXGHV7KLVGLVFUHSDQF\EHWZHHQWKH
7DEOH&RH΀FLHQWVRIWKHUHJUHVVLRQPRGHOEHIRUHDQGDIWHULQFOXVLRQRIJRYHUQPHQW
VSHQGLQJRQIDPLO\
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VWURQJLQÁXHQFHRIHGXFDWLRQVSHQGLQJYHUVXVWKHZHDNHULQÁXHQFHRIRYHUDOO
HGXFDWLRQOHYHOVRQDERUWLRQDWWLWXGHVFRXOGEHH[SODLQHGWKURXJKKRZ´OHYHO
RIHGXFDWLRQµZDVGHÀQHGLQWKLVGDWDVHW7KHOHYHORIHGXFDWLRQLQDJLYHQ
SRSXODWLRQ ZDV PHDVXUHG E\ WKH SURSRUWLRQ RI WKH UHVSRQGHQWV ZKR KDG
UHFHLYHGDWOHDVWD%DFKHORU·VGHJUHH,WPD\EHWKHFDVHWKDWD%DFKHORU·VGHJUHH
LV QRW SDUWLFXODUO\ PHDQLQJIXO ZKHQ REVHUYLQJ WKH UHODWLRQVKLS EHWZHHQ
HGXFDWLRQDQGDERUWLRQDWWLWXGHVDQRWKHUOHYHORIHGXFDWLRQDWWDLQPHQWHJ
KLJKVFKRROGLSORPDPD\UHYHDOGLͿHUHQWSDWWHUQVRIYDULDWLRQZKLFKPD\
WKHQFRUUHODWHPRUHVLJQLÀFDQWO\ZLWKDERUWLRQDWWLWXGHV
&RQFOXVLRQ
 $OWKRXJK WLPHVHULHV DQDO\VLV DQG VLPSOH ELYDULDWH FRUUHODWLRQV
EHWZHHQZHOIDUHDYDLODELOLW\DQGDERUWLRQDWWLWXGHVVHHPHGSURPLVLQJPRUH
ULJRURXVGDWDDQDO\VLVVKRZHGWKDW WKHUH LVQRXQLTXHUHODWLRQVKLSEHWZHHQ
WKH VWUHQJWK RI WKHZHOIDUH V\VWHP DQG DERUWLRQ DWWLWXGHV 7KH LQDELOLW\ RI
WKLVSDSHU WRGHIHQG LWV WKHVLVPD\KDYHEHHQ LQÁXHQFHGE\ WKHQXPEHURI
OLPLWDWLRQV LQ LWV UHVHDUFKGHVLJQ)LUVWO\GDWD IURPVRFLDO VXUYH\VDYDLODEOH
RQ D VWDWHE\VWDWH EDVLVZLWKLQ WKH8QLWHG 6WDWHVZDV YHU\ OLPLWHG ,WZDV
WKHUHIRUHGL΀FXOWWRÀQGVRFLDOVXUYH\VZLWKYDULDEOHVWKDWZRXOGÀWWKHIRXU
H[SODQDWRU\PRGHOVWKDWWKLVSDSHUDLPHGWRHYDOXDWH)XUWKHUPRUHXVLQJWKH
,6635HOLJLRQVXUYH\WRDFTXLUHGDWDRQGLͿHUHQFHVLQDERUWLRQDWWLWXGHV
ZDVDOVRDVRXUFHRIZHDNQHVVLQWKHUHVHDUFKGHVLJQDVWKHUHOLJLRXVQDWXUH
RIWKHVXUYH\PD\KDYHSULPHGSHRSOHWRUHVSRQGDFFRUGLQJWRWKHLUUHOLJLRXV
YLHZV
 7KHUH ZHUH DOVR PHWKRGRORJLFDO ZHDNQHVVHV UHODWHG WR WKH LGHD
RI FDXVDOLW\ DQG DWWLWXGH IRUPDWLRQ LQ WKH WKHVLV RI WKLV SDSHU 7KLV SDSHU
DWWHPSWHGWRVXSSRUWWKHSRVVLELOLW\RIDFDXVDOUHODWLRQVKLSEHWZHHQZHOIDUH
DYDLODELOLW\ DQG DERUWLRQ DWWLWXGHV $ VKRUWFRPLQJ LQ IUDPLQJ FDXVDOLW\ LQ
WHUPVRIDJHQHULFSUREDELOLVWLFDFFRXQWRQGRPHVWLFDQGLQWHUQDWLRQDOOHYHOV
RIDQDO\VLVZDVWKDWLWH[FOXGHGWKHSRVVLELOLW\RIWKHLQFRUSRUDWLQJWHPSRUDO
G\QDPLFVLQWRWKHUHODWLRQVKLSEHWZHHQZHOIDUHDQGDERUWLRQDWWLWXGHV7KDW
LVLWFRXOGEHWKHFDVHWKDWDWLPHODJH[LVWVEHWZHHQFKDQJHVLQZHOIDUHDQG
LWVHͿHFWRQDERUWLRQDWWLWXGHV7KLVSRVVLELOLW\ZDVQRWWHVWHG)XUWKHUPRUH
LWZDVGL΀FXOWWRGHWHUPLQHZKHWKHUDQLQGLYLGXDO·VDERUWLRQDWWLWXGHVZHUH
VKDSHGGLUHFWO\IURPORFDOFRQGLWLRQVLHOHYHOVRIVWDWHVXSSRUWRUDWWLWXGHV
ZHUHIRUPHGEDVHGRQKHURZQSHUVRQDOEHOLHIVDERXWWKHORFDOFRQGLWLRQVLH
KHUSHUFHSWLRQVRIOHYHOVRIVWDWHVXSSRUW7KLVSDSHUDVVXPHGWKDWOHYHOVRI
VWDWHVXSSRUWDQGSHUFHSWLRQVRIOHYHOVRIVWDWHVXSSRUWWREHURXJKO\VLPLODU
ÀJXUHV EXW VNHZHG SHUFHSWLRQV RI ZHOIDUH DYDLODELOLW\ FRXOG YHU\ ZHOO EH
SRVVLEOH
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 'HVSLWHWKHVHOLPLWDWLRQVWKHUHDUHDQXPEHURI LQWHUHVWLQJÀQGLQJV
WKLVLQYHVWLJDWLRQRIDERUWLRQDWWLWXGHVUHYHDOV)RUH[DPSOHDFRPPRQÀQGLQJ
LQWKHGRPHVWLFDQGLQWHUQDWLRQDOOHYHORIDQDO\VLVZDVWKDWVWDWHH[SHQGLWXUHV
RQHGXFDWLRQSURYHGWREHDVWURQJSUHGLFWRURIWKHDERUWLRQDWWLWXGHVRIWKDW
UHJLRQ +RZHYHU WKH IDFW WKDW HGXFDWLRQ VSHQGLQJ RQ WKH GRPHVWLF OHYHO
FRUUHODWHV QHJDWLYHO\ ZLWK DERUWLRQ DWWLWXGHV ZKLOH HGXFDWLRQ VSHQGLQJ RQ
WKH LQWHUQDWLRQDO OHYHO FRUUHODWHV SRVLWLYHO\ZLWK DERUWLRQ DWWLWXGHV UHTXLUHV
IXUWKHU VWXG\$QRWKHU FRPPRQÀQGLQJRQERWK OHYHOVRIDQDO\VLVZDV WKDW
WKHFRQVHTXHQWLDOLVWPRGHORIH[SODLQLQJDERUWLRQDWWLWXGHVZDVWKHVWURQJHVW
DV FRPSDUHG WR GHPRJUDSKLF SUHGLFWRUV VRFLRFXOWXUDO GLͿHUHQFHV DQG WKH
HPSDWK\PRGHO7KHUHIRUHDOWKRXJKWKLVSDSHUZDVQRWDEOHGHIHQGLWVSULPDU\
WKHVLVWKDWWKHUHLVDVLJQLÀFDQWUHODWLRQVKLSEHWZHHQZHOIDUHDYDLODELOLW\DQG
DERUWLRQDWWLWXGHVLWZDVDEOHWRPRUHVXFFHVVIXOO\GHIHQGWKHFRQVHTXHQWLDOLVW
PRGHORIH[SODLQLQJDERUWLRQDWWLWXGHVDVSURSRVHGE\:HHGHQ$QRWKHUYHU\
UREXVW ÀQGLQJ RQ WKH LQWHUQDWLRQDO OHYHOZDV WKDW YLHZV RQ SUHPDULWDO VH[
ZHUHKLJKO\SUHGLFWLYHRIYLHZVRQDERUWLRQZKLFKVXJJHVWVWKDWWKHDERUWLRQ
GHEDWHLVLQGHHGPRUHOLNHO\WREHUHODWHGWRYLHZVRQVH[XDOLW\UDWKHUWKDQ
UHOLJLRQRUIHWDOSHUVRQKRRGHWF
 7KH VXSSRUW WKDW WKLV SDSHU SURYLGHV WR WKH LGHD WKDW WKH DERUWLRQ
GHEDWHLVXOWLPDWHO\GXHWRGLͿHUHQFHVLQEHOLHIVDERXWVH[XDOLW\RSHQVXSWKH
SRVVLELOLW\IRUIXUWKHUUHVHDUFKRSSRUWXQLWLHV7KLVSDSHUDWWHPSWHGWRHVWDEOLVK
DUHODWLRQVKLSEHWZHHQDERUWLRQDQGZHOIDUHDYDLODELOLW\7KHUHDUHDKRVWRI
RWKHU GHEDWHV RQ VH[XDOLW\ HJ KRPRVH[XDOLW\ ELUWK FRQWURO SRUQRJUDSK\
PDVWXUEDWLRQHWFWKHDWWLWXGHVWRZDUGZKLFKFRXOGEHVWXGLHGLQUHODWLRQWR
ZHOIDUHDYDLODELOLW\

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 2΀FHUV5HWULHYHGIURPKWWS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